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EDITORIAL . 


As We See It 


“Trade not aid” as the primary need of Euro- 
pean countries is in danger of becoming one of 
those popular slogans which at best “half reveal 
and half conceal the truth within.” It is true, of 
course, that if European peoples are to regain 
an economically self-respecting place in the 
society of nations they must find some way of 
independent self-support. They will find that 
necessary in any event at one time or another 
for the simple reason that in all likelihood neither 
this country nor any other will continue indef- 
initely to support the millions in European lands, 
or even to contribute a substantial part of their 
support, for very much longer. For better or for 
worse, the American people would, we should 
suppose, come to the reluctant conclusion that 
perpetual subsidies to peoples who either cannot 
or will not stand on their own feet hardly con- 
tributes to the defense of the United States. 

In more than one sense of the phrase, therefore, 
it is evidently true that trade rather than aid is 
the basic need of Europe—since, of course, none 





of these countries is or can be self-sufficient. 


They must have markets for their products in 
order that they may be able to buy and pay for 
goods they must have from abroad—goods essen- 
tial not only to their export trade itself but to 
their very existence. Aid may reduce, and doubt- 
less has in the past few years actually reduced, 
the immediate necessity of finding a way to pay 
for imports out of current production at home, 
but it is a temporary expedient at best and may 
actually get in the way of the development of 
self-reliance and self-support. 


Continued on page 90 


DEALERS 


Shall We Have 
Global Parity Prices? 


By MELCHIOR PALYI 
Commenting on world-wide decline in commodity prices 
and accumulation of surpluses in last year and half, 
Dr. Palyi ascribes this to reluctance of industrial con- 


cessation of stockpiling throughout world. also, 
end of postwar pent-up consumer demand, so that a 
fresh inflationary outburst is “not in the cards.” Points 

to producing calls 
Paley Report “primitive rehash of the discredited Mal- 


One of the numerous international organizations which 
are supposed to make the world a happly place is the 
United Nations General Assembly’s Economic and Fi- 
nancial Committee. In its plenary meeting earlier this 
month, the self-styled underdevel- 
oped countries aired their lack of 
happiness in unmistakable terms. 
What bothered them is the decline of 
world prices of basic commodities. 

Fazal Elahi of Pakistan said that 
the raw - material - producing coun- 
tries were already passing through a 
recession. “They have apprehen- 
sions of further serious repercussions 
on their economies’ as well as on 
their development projects if there 
is even a mild recession in industrial- 
ized countries,” he reported. Mr. 
Elahi said that when the prices of 
primary commodies “came down 
with a crash” after the post-Korea 
upsurge, “the falling market also 
adversely affected the volume of our exports, with the 
result that our trade balance has been seriously upset.” 


Not only did this shatter dreams of financing imports 
of capital equipment from current export earnings, he 
said, but imports even of some vitally needed consumer 


goods had to be curtailed. “The irony of the situation is 
that just when the supply position in respect of capital 


Continued on page 75 
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IBA PICTORIAL SECTION—Pictures of incoming Officers and Governors of the Invest- 
ment Bankers Association of America, also candid shots taken during course of the 
Association’s recent Annual Convention at Hollywood, Fla., appear on pages 47 to 62 incl. 
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The Investment Bankers 
Association of America Holds 
41st Annual Convention 


Hollywood Beach Hotel, Hollywood, Fla., 
Nov. 30-Dec. 5, is addressed by retiring President, 


h P. Johnson, and President, Ewing T. 









The Forty-first Annual Convention of the Investment 
Bankers Association of was held at the usual 
place, Hollywood Beach Hotel, Hollywood, Fla., from 
Nov. 30 to Dec. 5, inclusive. The Association elected as 
President for the ensuing year, 
Ewing T. Boles, President of The 
Ohio Company, Columbus, Ohio, 
who succeeds Joseph T. Johnson, 
President of The Milwaukee Com- 
pany, Milwaukee, Wis. The Vice- 
Presidents elected were Malon C. 
Courts, of Courts & Co., Atlanta Ga.; 
Lewis Miller, of The First National 
Bank of Chicago, Chicago, Ill.; Ralph 
E. Phillips, of Dean Witter & Co., 
Los Angeles, Cal.; Walter A. Schmidt, 
of Schmidt, Poole & Co., Philadel- 
phia, Pa., and Norman Smith, of 
Merrill Lynch, Pierce, Fenner & 
Beane, New York City. 

The principal speakers at the con- 
vention, in addition to Joseph T. 
Johnson, the retiring President, and Ewing T. Boles, the 
incoming President, were William McC. Martin, Jr., 
Chairman of the Board of Governors of the Federal Re- 
serve System; His Excellency, Mr. H. Hume Wrong, 
Canadian Ambassador to the United States; Harry A. 
McDonald, Aéministrator of the Reconstruction Finance 
Corporation; Carrol M. Shanks, President of the Pruden- 
tial Insurance Co. of America, and William A. Patter- 
son, President of United Air Lines. (These addresses, in 
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The Security I Like Best 


A continuous forum in which, each week, a different group of experts 
in the investment and advisory field from all sections of the country 
participate and give their reasons for favoring a particular security. 


(The articles contained in this forum are not intended to be, nor 
are they to be regarded, as an offer to sell the securities discussed.) 


ARTHUR MARX 


Partner, Wilson & Marx, Inc., 
New York City 
New York Central & Hudson River 
RR. Collateral 3'2% 1998 

There are $19,336,000 of the 
above-mentioned bonds outstand- 
ing. They are secured by deposit 
with the Guaranty Trust Co. as 
trustee of 
168,143 shares 
out of a total 
of 187,380 out- 
standing 
shares of 
Michigan 
Central RR., 
being at the 
rate of $115 in 
these bonds 
for each share 
of Michigan 
Central stock. 
This stock was 
acquired by 
N. Y. Central 
in 1898 by ex- 
change of these bonds for the 
Michigan Central stock at the ra- 
tio of one share for each $115 of 
bonds. 

In February, 1930, N. Y. Central 
leased the Michigan Central and 
agreed to pay $50 a share per an- 
num on the publicly owned stock. 
This fact gives you an idea of the 
value of the Michigan Central RR. 
to the N. Y. Central system in 
1930. On a 5% basis the Michigan 
Central stock would have been 
worth $1,000 a share and the col- 
lateral in back of each N. Y. Cen- 
tral collateral 342% 1998 would 
have been worth approximately 
$9.500. On Dec. 31, 1929, the last 
year before the lease took place, 
Michigan Central RR. had a total 
debt of about $61% million. Bv 
May, 1952, this had been reduced 
to $17,700,000, and there was 
enough cash or equivalent on 
hand to call the 4%% bonds of 
the Michigan Central RR (if the 
management wished to) which 
would reduce the debt to a little 
over $6 million. This naturally 
leads me to believe the stock of 
the Michigan Central RR. is a 
great deal more valuable now 
than it was in 1930. 

I believe that, because of the 
value of the collateral. the N. Y. 
Central-Michigan Central 34%% 
1998 are as good if not better than 
any bond in the N. Y. Central 
system. 


BERNARD F. SELIGMANN 


General Partner, Seligmann & Co., 
Milwaukee, Wis. 
Maine Central RR. Company 5% Pd. 
Maine Central is a Class 1 rail- 
road with slightly less than 1,000 
miles of track. The company 
serves the area from Portland to 





Arthur Marx 


.Bangor, and 


around Au- 
gusta through 
most of 
Maine, and as 
far west as St. 
Johnsbury, Vt. 
There Maine 
Centratrl’s 
tracks con- 
nect with Ca- 
nadian Pacific 
and give the 
company ac- 
cess to traffic 
from Montreal 
and all West- 
ern Canada. 

Principal freight handled by the 
road is pulpwood, potatoes, soft 
coal, woodpulp, and printing 
paper. Most of this traffic is orig- 
inated on the company’s own 
lines. Unprofitable passenger 
travel comprises only 6% of all 
the company’s revenues. 





B. F. Seligmann 


itably since 1939, 
only two years in which they 
showed no profit since 1933. (We 
have no available records prior to 
1933.) Earnings on the 5% pre- 
ferred are more than adequate to 
cover current dividend payments. 
More than $45 was earned on each 
preferred share to cover the $7.50 
disbursement. 

Current figures show an in- 
creasingly fine trend of economic 
operations. Operating ratios have 
tended to be steadily lower since 
a high of 84% in 1945. Present 
operations resulted in a ratio of 
76%. 

Conservative financial opera- 
tions have resulted in decreasing 
the company’s funded debt from 
approximately $31 million in 1939 
to less than $20 million currently. 
In October of this year Maine 
Central offered publicly $1.5 mil- 
lion dollars worth of new divi- 
sional mortgage bonds and have 
offered to prepay almost $2 mil- 
lion worth of divisional bonds due 
in November of 1953. The com- 
pany is faced with a maturity of 
$8 million worth of first mortgage 
bonds in December of 1954, but 


and has had 
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Forum Participants \and 
Their Selections ~~..- 


New York Central and Hudson 
River RR. Collateral 3%s of 
1998 — Arthur Marx, Partner, 
Wilson & Marx, Inc., New York 
City. (Page 2) 

Maine Central RR. Co. 5% Pre- 
ferred—Bernard F. Seligmann, 
General Partner, Seligmann & 
Co., Milwaukee, Wis. (Page 2) 

——IyL_ _—__==S]])====== 

should be able to refund this issue 

with very little trouble. 
Capitalization of Maine Central 


is as follows (as of 12-1-52): 
*Punded Debt 








(Incl. Equip. Obl.) $25,679,223 
6% Cum. Prior Pref. $100 Par 1,325,500 
5% Cum. Pref. $10C Par 3,000 ,00C 
Common Stock $100 Par 12,000,000 


*Excluded $1,676,000 Portland & Ogdens- 
burg 4'2s of 1953 which have been prepaid, 

All securities senior to the 5% 
preferred stock are on a current 
basis. At-the present date there is 
$82.50 in cumulative dividends in 
arrears on this issue. Payments 
against these arrears were insti- 
tuted in 1950 and $7.50 per share 
has been paid each year since 
that time. This issue not only pro- 
vides a much better than average 
current return, but the prospect of 
accelerated dividend payments to 
eliminate arrears provides an ex- 
cellent chance for considerable in- 
vestment appreciation. The stock 
is traded both on the Boston Stock 
Exchange and over-the-counter. 








A Ghristmas Endttorial 
“Is Lite Worth Living In Lhese Limes?” 


By Alexander Wilson* 


At this Christmas Season, in a world torn asunder by 
hatred and strife, mankind is confronted as never before 
with the age-long question, “Is Life Worth Living?” 


Living on this earth carries with it both pleasure and the 
responsibility of molding character and educating the human 
soul in all that is good and true and beautiful both ethically 


and spiritually. 


If and when a person. becomes a pessimistic pessimist, he _ 


forfeits, in great measure, the 


opportunity to love his fellow 


man, to enjoy the romance of a woman's love, the affection 
and innocence of children, the ebullience of youth, the faith 
of a mother, or sister, or brother, the esteem of relatives and 
friends as well as the respect of neighbors. 


Moreover, he is deprived of the privilege of appreciating 
the work of countless mortals who have the capacity and 
genius to compose musical harmonies, to paint pictures, to 
sculpture statues, write poems or books, to perpetuate the 


classics, or to heal the sick. 


One is gifted, indeed, too, who has the sensibility ta 
appreciate nature’s revelations in the beauty of a raindrop, 
the ocean vista, the sky, the starry constellation, the moon 
and the sun, for from them,.he.will learn something of the 
poetry of living and discover ‘some of the innermost secrets 
of existence. And wonder of wonders! The person who can 


find God in “rocks and rills, 
thrice blessed! 


woods and templed hills,” is 


The drama of life in all its broadest manifestations, its 
succésses and failures, its mysteries and possibilities is worth 
living even when unknowing or cynical individuals conclude 
that the average person’s life is just boresome—a monotonous 
round of routine and uneventful movements. 


So, all honor to him or to her who follows in the foot- 
steps of the Great Master by doing their utmost to make this 
old Orb a better place to work and live in. 


There is always hope and courage in this world for every 
one who rises above his daily difficulties, yes even fer the 
man or woman who is a successful failure!—iike the Saviour 
of Mankind whose ignominious death on the Cross has been 
the inspiration for all religious thought and belief through 


the Ages!!! 





*Editorial writer on political and international problems. 
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The Institutional 
Market for Equities 


By JULES 


I. BOGEN* 


Professor of Finance, New York University 


Dr. Bogen calls attention to growing use of financial and thrift 
institutions as media for individual savings and the impact of 
this change on securities market. Points out, under present 
restrictions, institutions are required to invest mainly in bonds, 
thus contracting demand for equities. Reveals growing gap 
- between bond and stock yields and holds this distortion can 
be corrected if institutions will buy more equities. Indicates 
institutions will be faced with a shortage of investment outlets 


when supply of home 


Among the many striking eco- 
nomic changes of the last decade, 
one of the more important and 
spectacular has been the institu- 
tronalization 
of savings. 
Twenty or 30 
years ago 
liquid savings 
were invested 
for the most 
part directly 
in securities 
and other in- 
vestments by 
individuals. 

Corporate 
bonds ~in the 
’20s were dis- 
tributed 
mainly to in- 
dividual in- 
vestor s. 
Dwight Morrow, when he was a 
partner at J. P. Morgan and Com- 
pany, studied the distribution of 
a large corporate bond issue by a 
Morgan syndicate in the mid- 
twenties.and found that the avcr- 
age sale was $3,500. The business 
was different then because the 
market was different. The market 
for bonds was primarily individ- 
ual and not institutional. 


The market for mortgages also 
was mainly individual. Mortgages 
were sold in the form of guaran- 
teed mortgages and certificates, 
Straus bonds and other real estate 
rnortgage bonds chiefly to in- 
dividuals. 

The demand for stocks in the 
’20s came largely from individuals 
in the higher income brackets. 
The bulk of the national savings 
at that time was in the high in- 
come brackets, and people in the 
high income brackets could hold 
stocks for dividend income to ed- 
vantage because of the lower tax 
burden. 


The Savings Trend 

In the last 20 years there has 
been a steady, unremitting trend 
towards the institutionalization of 
savings. There are several reasors 
for this. For one thing, as a result 
of severe depression losses, people 
lost cunfidence in their ability to 
invest their own money safely. 
Considering that defaults were 
widespread among guaranteed 
mortgage certificates, real estate 
mortgage bonds, and many cor- 
porate bond issues, it is clear why 
people lost confidence in their 





Dr. Jules I. Bogen 





*Stenographic report of a lecture by 
Dr. Bogen in a course on “The Economics 
of the Securities Industry,” sponsored hy 
the Investment Association of New York 
and New York University, New York 
City, Nov. 26, 1952. 


mortgages diminishes. 


ability to 
safety. 

The corporate bond study of the 
Nationa] Bureau of. Economic 
search—and this is of special: in- 
terest to those who seek to foster 
equity investment by. institutions 
—showed that of all corporate 
bonds put out between: 1900 and 
1943, fully 20% suffered. default. 
The actual yield on these bonds, 
after deducting losses.due to de- 
fault and reorganization, was less 
than half the contractual yield 
based on offering price. 

When people lost.confidence in 
their own ability to invest their 
money, they preferred to let the 
savings bank, the commercial 
bank, the life insurance company 
or the savings and loan associa- 
tion do the job for them. 

Secondly, there has been a great 
shift in the ownership of savings. 
People in the middle and upper 
income brackets have accounted 
for less and less of the total of 
savings as our highly progressive 
income tax has siphoned away 
their earnings. Inflation has lifted 
their cost of living, while taxes 
have taken so much of their in- 
come that the narrow margin left 
for savings has been squeezed 
more and more. 

Individual investors have been 
under less pressure to seek a 
higher dividend return, since the 
net yield after tax could not 
justify the risk involved for those 
in the middle and upper income 
brackets. 

The resuit has been that the 
bulk of the nation’s liquid savings 
at the vresent time is flowing 
through financial institutions. 
Here are the figures for this year: 

Life insurance companies are 
going to add over $414 billion to 
their resources in 1952. 

Savings and loan associations 
are reporting a net gain of ap- 
proximately $3 billion. 

Commercial banks report a net 


invest directly with 


gain of over $2 billion in time 
deposits, which are _ primarily 
savings. 


Mvtual savings banks are gain- 
ing something over $12 billion. 

Pension funds, you know from 
what Dr. Murray said last week, 
are gaining $1.2 billion. This figure 
applies only to independently ad- 
ministered pension funds. As for 
the insured pension plans, they 
are included in the life insurance 
figures cited. 


Mutual investment funds are 
reporting net sales of some $600 
million. Compared to the others, 
they are still not in the big 


Continued on page 85 
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Resurgent Rails, or the 
Choo-Choo Named Expire 


By IRA U. COBLEIGH 
Author of “Expanding Your Income” 
A short hauled account of rising railroad profitability, together 
with some comment on the current switch to rails on the Stock 
Exchange. 


Railway shareholders are get- 
ting some valuable Christmas 
presents this year — expanding 
earnings, fatter dividends and the 
honor, and 
capital gains, 
which are 
customarily 
accorded to 
the leaders of 
the Dow Jones 
hit parade. 
Well, it’s 
about time. 
The pendulum 
has swung full 
cycle. Twenty- 
three years 
ago, a dozen 
railway shares 
ranked among 
the most ele- 
gant equities our economy could 
boast and New York Central sold 
at almost seven times its current 
price. New York Central and its 
stockholders were relatively 
lucky! That system eluded re- 
ceivership, a feat which one-third 
of our railway mileage could not 
perform; and what happened to 
stockholders in some of those sub- 
merged financial situations was 
100% tragic. Between 1930 and 
now, the reorganization plans of, 
I believe, 13 railroads wiped out 
common stock entirely. Such roads 
as New Haven, Soo, Minneapolis 
and St. Louis, etc., gave their 
common owners wallpaper for 
their whoopee rooms, and an un- 
derstandable aversion to rail se- 
curities that has, in many quar- 
ters, persisted unto this day. St. 
Louis Southwestern common just 
1 issed a rub-out in 1941 and sold 
.* 2 measly buck; rising from its 
near-doom to sell about 300 in the 
1950’s; and it earned—think of it 
—$58 a share for the first 10 
months of this year. Only by the 
stoutest battle, and with plenty 
of legal in-fighting, has Missouri 
Pacific kept its old common alive, 
till the dawn of a now brighter 
aay. 

But I came to praise Caesar, not 
to bury him. As I said, the pen- 
dulum has swung back. Union 
Pacific, Atchison, Coast Line, 
Northern Pacific, Burlington, and 
Southern, are getting that Tiffany 
look back after a quarter century; 
and who would ever have thought 
five short years ago, to see Sea- 
board common then quoting at 20 
or below, breaking par and soar- 
ing like an eagle past 110? We 
need to revive the quote from 
Gabriel Heatter, “Ah yes, there’s 
goed news tonight.” 


. Benefits of Dieselization 


Bear in mind, all this financial 
forward rotion has not been a 
matter of luck; it’s been moderni- 
zation and management played 
baek to back. We are, of course, 
all familiar with the $8 billion 
poured, postwar, into railway 
property — new cars, yards, line 
and signal improvements, and, 





Ira U. Cobleigh 


most of all, new diesels. Depend- 
ing on the type of service, a diesel 
can save from 18% to 55% in 
operating cost, over the steam en- 
gine it replaces. Multiply that 
efficiency by thousands and you 
get at the vital factor in back of 
restored railway earning power. 
Most of the carriers that are forg- 
ing ahead fastest on the earnings 
statements, are the ones 100%, or 
nearly so, dieselized. Gulf Mobile, 
New Haven, Southern, Seaboard, 
and Rock Island all build up the 
evidence for this case history. 

Apart from technical and en- 
gineering cost reduction by the 
rails, the most important over-all 
industry-wide factor has been the 
new and higher rate structure 
applying to traffic throughout the 
country for 1952. While it appears 
that total railway car loadings may 
be, perhaps, 6% below 1951, gross 
revenues will be at an all time 
high—around $11 billion; net in- 
come, $765 million, will enable a 
bountiful $345 million to be paid 
out in cash dividends to an ex- 
ceedingly patient group of secu- 
rity holders. If, as it appears, 1952 
is to be the best railway year since 
1930, are we now to conclude that 
we're at the top of the cycle, that 
rail shares should be sold, and 
that the cyclical nature of this 
industry historically should be re- 
studied to temper current carrier 
enthusiasm? Let’s see where we 
are, and whither we may be 
going, by a little railroad hopping 
—gleaning topical items and bits 
of news about different lines that 
may help define the trend. 


Seaboard 


Seaboard, we already men- 
tioned. Its emergence from bank- 
ruptcy has been magnificent. 
Smart management here has 
achieved virtually 100% dieseli- 
zation. Redemption, this year, of 
its 44%% income bonds and 5% 
preferred stocks have now stream- 
lined the corporate structure, and 
placed the equity, 979,790 shares 
of common, in a favorable posi- 
tion. Ten months of operation till 
November first in 1951 delivered 
a net of $12.69 on each of the 
850,000 then outstanding. Due to 
conversion of the now extinct In- 
come 44s, there are almost 130,000 
more shares of common listed in 
1952; but the first ten months of 
this year showed $16.30 net per 
share. This is a wonderful gain. 
It has prompted an increase of the 
quarterly dividend from $1.25 to 
$1.50; and the recent high market 
altitude of Seaboard has sug- 
gested to some the possibility of 
a stock dividend or split-up in 
1953. Seaboard is no longer a sin- 
gle lurching cinder-laden streak 
of North-South rattlers; it’s an 
elegant hunk of high iron. 


Denver & Rio Grande Western 

Denver and Rio Grande West- 
ern ran into a lot of hard luck 
this year. About the toughest 
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snows and floods on record 
drained profitability with heavy, 
ana we trust, non-recurring costs. 
Even so, net per share should ap- 
proach tke $18.09 of last year; and 
if more orthodox meteorology 
prevails in the Denver-Rio Grande 
country next year, the improved 
revenue prospect is considered 
bright. You can choose here be- 
tween the common at 78 paying 
$4, or the preferred at 91 (con- 
vertible share for share into com- 
mon) and paying $5. 


Northern Pacific 


Don’t forget that Northern Pa- 
cific is still a railroad, even 
though a lot of people talk about 
it as a listed oil royalty. Nipper’s 
crack transcontinental train, the 
North Coast Limited, is going high 
hat with 16 new dome-type cars, 
costing $6,200,000. $17 million 
more will be spent next year in 
new equipment, involving 8 die- 
sels, 200 ore cars, and 500 “reef- 
ers.” At around 80, paying $3, 
and 14 points below its year’s 
high, the stock has an eager fol- 
lowing. They like it as a road, 
and for the 3% acres of land per 
share that may prove petroleum 
prone. 


Chicago & Northwestern 

Chicago and Northwestern com- 
mon is highly leveraged, so that 
good results show up swiftly on a 
per share basis, and vice versa. 
This year a tough winter, strikes 
in lumber, steel and coal treated 
Northwestern harshly and earn- 
ings for the early months were a 
little on the dismal side. Recently 
the road has done much better, 
and net of perhaps $1 on the 
common for the full year is a pos- 
sibility. The road has a tradition 
of paying out a large percentage 
of available earnings. At 19, 
Northwestern seems a_ volatile 
speculation. If, however, the sys- 
tem could just lay off about 700 
miles of light density branch lines, 
with a lot of losing passenger 
trains, then NW common might 
do a bit of real highballing. 


New York Central 


New York Central started off 
slowly enough in 1952, dribbling 
out a meek 4c a share for the 
first seven months. In August, 
however, CN got a new President, 
William White, formerly of D. L. 
& W. Under his leadership the 
road seems already to have taken 
on a new tone. The $500 million 
spent on the property from 1945 
to date are beginning to strike 
pay dirt. This is shown in part 
by the tranportation ratio, which 
went for almost 47% for the first 
ten months in 1951 to 43.85% this 
year. It was only 40% in October. 

Central did not chuck the choo- 
choo as fast as some of the others, 
and today is only about 50% 
dieselized, throughout. This per- 
centage is moving up all the time 
and as it does, important new 
conversions of gross to net should 
be possible. At 22%, with a lot of 
leverage, CN is getting an inter- 
esting following among analysts 
and investors traditionally astute 
in their judgment of rail equities. 
1952 net per share at around the 
$3 level is being predicted, all 
made in the last five months! 


Louisville & Nashville 


Peering elsewhere among the 
rails we note Louisville and Nash- 
ville is having good hunting, and 
should earn at least $10.50 this 
year (for 1951—$9.75). The $4.50 
in dividends for 1952 is about a 
7% yield and growth in territory 
served is impressive. My guess 
would be that the road is above 
$65% dieselized; and the switch 
from steam continues steadily. 
Not impressively underpriced at 
present levels, L & N common 
seems to be quictly moving into 
an inmiproved investment status. 

Baltimore & Ohio 


B & O, for October, moved its 
operating ratios down to below 
74, its debt is being reduced faster 
than in the case of any other 
major road, and the common, 








after a dividend Sahara of 21 long 
years, finally broke into print 
with 75c a share this past month. 
Earnings of perhavs $10 a share 
(before funds) seem possible for 
1952, and the stock has been pick-~ 
ing up quite a speculative fol- 
lowing. 
New Haven 

New Haven has a splendid cash 
position, paid $9 in preferred divi- 
dends this year, and has led the 
rails in a new type of tonnage— 
overnight haulage of motor truck 
trailers on flat cars between New 
York and Boston. Congestion over 
the highways suggests an interest- 
ing future for this freight meve- 


ment. 
Southern Railway 
Soutaern has only the last 5% 
of its complete dieselization. re- 
maining unfinished. Per share net 
fain so far this year is about 
35% over 1951 and the commen 


stock has been acting as though 
the $4 dividend rate could, or 
would, be hoisted. $15.50 a share 
earnings, which some have pre- 
dicted for 1952, could give some 
substance to this sort of optimism. 
Other Promising Prospects 
As you may note, this is the 
breeziest sort of current treatment 
of rails, and I’ve probably skipped 
over quite a few situations of 
promise. At around the 20 level, 
in particular, there do seem to be 
a lot of interesting situations. Soo, 
Penn, Milwaukee, Central, North— 
western, Lehigh Valley, and New 
Haven, give you quite a 
list if you’re drawing a bead on 
capital gains, while Great North- 
ern and Southern Pacific may at~ 
tract you on a yield basis. Above 
all, get the facts about the re- 
surgent rails before boarding any 
of same. When choo-choos expire, — 
the earnings go higher. 





Birth 


By ROGER W. BABSON 
Mr. Babson lists births in U. S. from 1932 through 1951, and 
holds, as there were fewer born in the early ’30s, there will new 
be fewer marriages, and hence, fewer births. Says births are 
a factor in stock and bond prices. Points out, because of length- 
ening life span, every manufacturer and shopkeeper is getting 
more business now from older people than ever before. 


Once in awhile it is well to con- 
sider the past. There is an old- 
time saying—even if unconfirmed 
—‘History is always repeating it- 
self about 
every 20 
years.” Let us 
look back at 
the stock 
market “lows” 
and “birth 
rates” of 20 
years ago. The 
only logical 
reason for the 
above old say- 
ing is that 
people “ma- 
ture” at about 
20 years of 
age. Even this 
reasoning 
should not be 
taken seriously if the same num- 
ber of people become 20 years of 
age every year! For this old theory 
to work, there must be a differ- 
ential in the maturity rate. We 
then can apply this theory as one 
factor determining stock market 
movements. 

Let’s Leok at the Record 

Although a certain percentage 
of babies and young people die 
before 20 years of age, it is fair to 
assume that the same ratios apply 
to all who reach the age of 20 
during these years. The following 
table gives an approximate idea 
of what has happened: 


Births 1932-1951 


Roger W. Babson 


Ti ngdeceqnaas 2,074,042 
es 2,081,232 
Piecdsaansacdhe 2,167 636 
Pe istameinmogees 2,155,105 
i vandnanesine 2,144,790 
i-sonwsemese 2,203,337 
itenewreaene 2,286,962 
lc coanichchimnananiien 2,265,588 
nadeginancoanteeh 2,360,399 
EER 2,513,427 
Diipacontnaeae 2,808,996 
i ininaidoapqnapasanae 2,934,860 
ae 2,794,800 
REN 2,735,456 
aE 3,288,672 
Bee 3,699,940 
, eee 3,535,068 
., oe 3,581,000 
aaa 3,451,608 
ee ee 3,648,954 


As there were fewer born in 
the early 30’s, there will now be 
fewer marriages and, hence, fewer 


births. 


The above figures suggest that 
an abnormally small number are 
now reaching 20 years of age. 
Hence, according to this theory, 
there should be a decline in busi- 


ness, wages, prices, real estate, etc. 


? 


around 1953. Of course. births are 
only one factor; but they should 


have a bearing on stock and bond 
prices, notwithstanding the re- 
cent Republican victories. 


Opportunities for Merchants 


The above figures also indicate 
possible optimistic relationship of 
the birth rates to certain busi- 
nesses. For instance, sometimes 
they are bound to cause an in- 
creased demand for ev 
from diapers to toys; while at 
other times they help real estate 
and furniture sales. It is impor- 
tant that manufacturers and mer- 
chants, as well as parents, should 
keep this in mind. This increase 
in business will first appear as 
the birth wave develops needs fer 
new babies; then in needs for the 
young children; then the demands 
of the teenagers; then in needs for 
the older youths; and finally the 
needs of adults. 

Statistics show that there has 
been a great increase in older 
people, due to various causes. So- 
cial Security is reducing worry 
amongst the aged and certainly 
they all should thank Francis 
Townsend of California for this. 
The new drugs, vitamins, etc., 
have done much to eliminate dis- 
ease and lengthen life. What - 
icillin has done to save the es 
of pneumonia patients is a story 
in itself. Finally, the shorter day 
and the five-day week have pro- 
tected the older members of our 
families. Every manufacturer.andg 
shopkeeper is getting more busi- 
nes from older people today than 
ever before. 


Outlook fer Colleges 


Just now, most colleges are op- 
erating at a deficit from tempo- 
rary lack of students, due to the 
great drop in the birth rate which 
came eighteen to twenty years 
ago. These colleges, however, 
should take heart because the 
crest of another wave of high 
birth rates will begin to benefit 
them a few years hence. Not only 
will more men and women de- 
mand an education, but better 
economic conditions will give 
more families the money to pro- 
vide such. 

In connection with birth rates, 
we must not forget the returning 
G. I.’s from Korea. These wil! be 
given the same righis 10 a free 
college education as were provided 
to the veterans of World War YY. 
In view of the election of Genexal 
Eisenhower as our new President, 
veterans will receive other anvan- 
tages and compensativns, from 
which many manufacturers and 
merchants should benefit. Hence, 
we should watch birth rate figures 
for both pessimistic and opti 
tic signals. 
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The trend of total industrial production for the nation-at- 
large continued its upward course rising slightly above the 
previous week. It also continued to surpass the level of a year 
earlier. Aggregate output was, however, about 7% under the 
all-time high attained during World War II and at the highest 
level in several years. With respect to employment, claims for 
unemployment insurance benefits rose slightly but were sub- 
stantially below the level of a year ago. 


The labor force of the United States will reach 89,000,000 
by 1975, the United States Department of Commerce predicted. 
That would compare with 63,606,000 last month and 41,000,000 
in 1920. The 1975 projection “implies” an average annual increase 
of 1.3%, the department said. This would be slightly under the 
rate of growth over the past 30 years. 


Optimism of steel-using manufacturers is growing by leaps 
and bounds, according to “The Iron Age,” national metalworking 
weekly. Instead of relaxing pressure on their steel suppliers, 
they are increasing it. This is reflected by mill sales officials 
who are frankly surprised at the continuing clamor for steel 
from nearly all types of durable goods fabricators. 


Many steel people had expected first signs of easing demand 
to start showing about the first of the year. This, they thought, 
would forecast a balancing of supply and demand about the 
middle of the year. It might still turn out that way, but the 
people who have to say “yes” or “no” to anxious customers 
aren’t as sure as they were a few weeks ago. If anything, 


the steel market looks tighter now than it has for several weeks, 
deciares this trade journal. 


Where is all the pressure for steel delivery coming from? 
The answer is just about everybody. Autos, appliances, oil and 
‘gas, freight cars, construction, and military hard goods are a 
few front-line bulwarks of demand. But many other less easily 
classified consumers are just as hungry for steel, it states. 


Auto makers have plotted an ever-rising production line for 
themselves through the first half of 1953. During the entire year 
they would like to build 6.5 million cars and 1.5 million trucks; 
this trade authority notes. 


Appliance makers are far more optimistic than they were a 
year ago. Continuing high levels of retail sales, combined with 
interrupted shipments during the steel strike last summer, have 
over-corrected inventories that had grown fat. Christmas sales 
in several lines are better than had been expected. Expanded 
manufacturing capacity and renewed optimism are causing an 
exciting run on steel suppliers, “The Iron Age” observes. 


General Motors Corp.’s shutdowns for model changeovers 
cut United States auto output about 5% last week from a week 
ago. 

There were 89,924 cars assembled in the week, compared 
with 94,886 the preceding week and 85,483 in the like week a 
year ago, according to “Ward’s Automotive Reports.” 


Only the General Motors shutdowns “prevented the industry 
from establishing a new 1952 (weekly) high of 150,000 units 
(cars and trucks) the past week,” said “Ward’s”. This year’s 
weekly high was in the closing week of October, when 146,654 


cars and trucks were rolled out. Last week the car-truck total 
was 117,746. 


“Sharpest plunge a week ago came at Chevrolet,” said the 
agency, “where change to ’53 model output contributed to the 
General Motors’ decline to only 19% of industry passenger car 
output against a more-normal share of around 42%.” 


Nash and Studebaker preparations for 1953 model production 
also reduced their production last week. 


It is learned from a joint report by the Securities and 
Exchange Commission and the United States Department of 
Commerce that corporate outlays for new plant and equipment 
are headed for new highs. United States companies have sched- 
uled such expenditures at an annual rate of $28.3 billion in the 
final quarter this year and $28.7 billien in the initial three months 
of 1953. This compares with spending at a yearly pace of $27.4 


‘ billion in the first half- of 1952, and $25.7 billion in the third 
quarter. 


The-survey explained that the June-July steel strike reduced 
stated outlays in the third quarter by 10%. This amount will 
be. spent in the final quarter this. year and in the subsequent 
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Dec. 19, 1952 (Denver, Colo.) 
Bond Club of Denver-Rocky 

Mountain Group of Investment 

Bankers Association annual 


Christmas party at the Albany 
Hotel. 


Dec. 19, 1952 (San Francisco, Cal.) 
San Francisco Security Traders 
Association annual Christmas 


party at the St. Francis Yacht 
Club. 


Dec. 29, 1952 (New York City) 


Security Traders Association of 
New York special meeting at the 
Blue Room, Bankers Club. 


Jan. 16, 1953 (Baltimore, Md.) 
Baltimore Security Traders As- 
sociation 18th annual Mid-Winter 


Dinner at the Lord Baltimore 
Hotel. 


Jan. 16, 1953 (New York City) 


New York Security Dealers As- 
sociation 27th Annual Dinner at 
the Biltmore Hotel. 


Feb. 13-14, 1953 (Chicago, Il.) 
Investment Bankers Association 

of America winter meeting at the 

Edgewater Beach Hotel. 


May 7-8, 1953 (San Antonio, Tex.) 

Texas Group Investment Bank- 
ers Association of American 
Spring Meeting at the Plaza Hotel. 


May 13-16, 1953 (White Sulphur 
Springs, W. Va.) 

Investment Bankers Association 

of America Spring meeting at 
the Greenbrier Hotel. 


Sept. 14, 1953 (Sun Valley, Idaho) 


National Security Traders Asso- 
ciation 20th Annual Convention. 


Nov. 29-Dec. 4, 1953 
(Hollywood, Fla.) 


Investment Bankers Association 


of America Annual Convention at 
the Hollywood Beach Hotel. 





Observations... 


By A. WILFRED MAY 


THERE IS NO SANTA CLAUS— 
With Tax-Avoidance Gifts 


For investors this is the season of dampening of the spirits 
that have been basking in the profits taken during this year’s leg 
of the long bull market. For now at the year-end there looms 
the other side of the medal: Uncle Sam’s cut-in on the juicy 
arithmetic gross profits, with the anguishing 
reminder, particularly to the shorter-term 
specutator that he is playing a heads-you-win- 
tails-I-lose game. Fortunately for his peace of 
mind, if not for his understanding, ameliora- 
tion of his anguish is being vouchsafed to him 
by outpourings of advice on various tax- 
saving moves. 

But we feel constrained to offer four quite 
cheerless observations above the current bar- 
rage of literature on year-end planning for 
tax saving. In the first place, harmful impact 
from our present tax structure, or anything 
near it, is inexorable. In the second place, 
some prevalently popular tax-sa devices 
through omission of material counterbalancing 
factors, are not all that they are belleved to be. 
In the third place, the actual impact of the tax 
incidence on the individual situation should 
be realistically measured, in lieu of sacrificing hard-boiled invest- 
ment considerations for a tax-saving mirage. And finally, we 
advise taking into consideration the general impact of taxation on 
the market as an aid to its appraisal and. portfolio management. 

In the forefront of behavior without taking complete recog- 
nition of all the pertinent factors in “the deal” is the prevalent 
year-end switching between securities to register a paper loss. 


“For investers desirous of maintaining their approximate 
present position and still establish tax losses:—sell and buy com- 
parable amounts and types of securities,” with an appended list of 
similarly-priced issues arranged by industries, is typical of the 
encouragement streaming from brokerage houses to swap issues. 
It assumes that an accrued paper loss can be used against an 
outstanding gain to a maximum extent of 26%, or against or- 
dinary income up to $1,000 annually for five years. 


The Unrealized Catch 


But this ass omits consideration of the eftermath with the 
offset of an added taxable capital gain if all goes well, and you 
sell the new issue at a profit before your death; or if all goes ill, 
an equivalent reduction of the later loss that can be registered. 

Thus the net. result of “tax-loss-switching,” per se and apart 
from surrounding circumstances, may (unless you are rescued by 
death or a change in the law) well be merély a lowering of your 
cost basis at the cost of brokerage commissions and transaction 
taxes. 


This process of subsequent offset through reduction of cost 
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1954 2.40% 
1955 2.60 
1956 862.75 
1957 = 2.85 
1958 2.95 


Drexet & Co. 


December 18, 1952 








New York Central Railroad 
Equipment Trust of 1953 
3%% Equipment Trust Certificates 


To be dated January 1, 1953. To mature $775,000 each January | from 1954 to 1963 
Issued under the Philadelphia Plan with 25% cash equity 


MATURITIES AND YIELDS 
1959 3.00% 1964 3.20% 
1960 383.05 1965 3.225 
1961 3.10 1966 §=3.25 
1962 3.15 1967 3.275 
1963 3.175 1968 3.30 


These certificates are offered subject to prior sale, when, as and if issued and 
received by us, subject to approval of the Imterstate Commerce Commission. 


SALOMON Bros. & HuTZLer 


$11,625,000 


UNION SECURITIES CORPORATION 
Stroup & CoMPANY 


Incorporated 
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Equities vs. Mortgages as 
Savings Bank Investment 


By ALFRED J. CASAZZA* 
Vice-President, Savings Banks Trust Co., New York 


After noting increase in mortgage holdings of savings banks, 
due to attractive yields, Mr. Casazza discusses relative attrac- 
tiveness as savings bank investments of equities compared with 
mortgages. Says savings banks are aware of greater risks in 
equities, and for that reason, despite their higher yield and 
lower service costs, are not purchasing them with the eagerness 
which characterizes their mortgage lending. Concludes, be- 
cause of statutory and other limitations, equities cannot become 
serious rival of mortgages as saving bank investments. 


Mutual savings banks have found 
real estate mortgages by far the 
most desirable class of investments 
available to them during the past 
five years. All 
savings banks 
in the United 
States in- 
creased their 
holdings of 
mortgages by 
$6.1 billion 
from the end 
of 1947 to Nov. 
1, 1952. The 
increasein 
their deposits 
was only $4.5 
billion during 
this period. So 
attractive have 
mortgages 
been to savings banks during these 
years, therefore, that they have 
invested not only all new deposits 
received in them, but also a sub- 
stantial part of the proceeds de- 
rived from the reduction of $2.4 
billion in their government secu- 
rity holdings. 

Mortgages have proved so at- 
tractive to savings banks because 
they have provided a higher yield 
than could be obtained from high- 
grade bonds. Since savings banks 
have sought to step up earnings 
because of increased dividend 
payments to depositors, rising ex- 
penses and the need for more sur- 
plus to keep pace with deposit 
growth, they have been among 
the most active institutional mort- 
gage lenders. 


Mutual savings banks still find 
mortgages, as a class, more attrac- 
tive as investments than bonds, 
despite the rise in bond yields. 
This is shown by the fact that the 
bulk of the deposit gain this year 
has once again been invested in 
mortgages, although substantial 
purchases of corporate and tax- 
exempt bonds also have been 
made. 

A new outlet for funds has been 
provided savings banks in this 
state for the first time this year 
by the action of the New York 
State Legislature which authorizes 
savings banks to invest in equi- 
ties. The question therefore arises 
whether mortgages will continue 
to be as attractive as before, or 
whether a large part of the funds 
hitherto invested in mortgages 
will now be put into preferred and 
common stocks, reducing the de- 
mand for mortgages among sav- 
ings banks. 





Alfred J. Casazza 


How Attractive Are Equities? 


To appraise the relative attrac- 
tiveness of equities and mort- 
@Zages to savings banks, we must 
first determine just how desirable 
equities are as savings bank in- 
vestments. We know, from the 
cecord of the past five years, that 
mortgages have proved quite de- 
sirable to savings banks under the 
conditions that have prevailed 
during this period. 

Equities, as a class, offer higher 
yields and larger net rates of re- 
turn after taxes than other invest- 
ments available to savings banks. 
Gigh-grade preferred stocks offer 
average yields of nearly 4% to- 
day, and the average yield of a 
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Mortgage Braiers _ Agocsiation of 

New York, Inc., ork . 
2 ecw ty, Dec 


representative group of invest- 
ment grade common stocks listed 
on the New York Stock Exchange 
is over 5%. Unlike mortgages, 
there are no substantial servicing 
costs that are to be deducted from 
the income received on equity in- 
vestments. 

The yield advantage of equities 
is far greater for mutual savings 
banks which pay Federal income 
taxes. Interest income, except 
from tax-exempt bonds, is fully 
taxable for such banks, whereas 
they are entitled to a dividend 
credit of 85% on dividends from 
stocks, except for certain public 
utility preferreds. This makes the 
effective tax on dividend income 
only 7.8%, as compared with 52% 
on interest income. 

Common stocks offer a further 
advantage in that corporations pay 
out as dividends merely a part of 
net earnings. For all business cor- 
porations, dividends this year con- 
stitute only a little over half of 
earnings available for common 
stock, according to the U. S. De- 
partment of Commerce. The bal- 
~nee of earnings, reinvested in the 
business, may lead to increases in 
protits and dividends in the future. 


Risks of Equities 


Savings banks are well aware, 
at the same time, that equity in- 
vestment involves greater risks 
than do mortgages. This is par- 
ticularly true of common stocks. 

In the first place, the risk of 
possible ultimate loss is greater, 
as shown by the past experience 
of investors with common stocks. 
When corporations encounter fi- 
nancial difficulties, common stocks 
feel the full brunt because they 
represent the residual interest in 
the enterprise. Creditors and pre- 
terred stockholders hold senior 
positions and so receive priority. 

Secondly, stocks are proverbi- 
ally the most volatile of securities 
so far as market prices are con- 
cerned. In past business depres- 
sions, stock prices, especially of 
common equities, have proved 
very vulnerable. 


Thirdly, many corporations re- 
duce dividends when their earn- 
ings suffer a serious decline, so 
that the yields realized by invest- 
ors may ultimately prove consid- 
erably smaller than those offered 
when the stocks are purchased. 
This risk is greater when equities 
are acquired in a period of pros- 
perity when profits and dividends 
are around a peak. 


Finally, the Banking Depart- 
ment now requires that 1% of the 
cost of the equities be sect aside 
out of the income as a reserve for 
future losses or depreciation. For 
examination purposes, the equity 
portfolio is carried at cost or mar- 
ket, whichever is lower, so that if 
the reserve is inadequate the bal- 
ance of depreciation in the equity 
portfolio is charged against sur- 
plus or undivided profits as com- 
puted for examination purposes. 


Because savings banks are keen- 
ly aware of these risks, they are 


not purchasing equities with the’ 


eagerness that has characterized 
their mortgage lending in recent 
years. Rather, they are proceed- 
ing with caution and circumspec- 
tion, adopting equity investment 
policies that are designed to min- 
imize the risks. A number of sav- 
ings banks are not purchasing any 
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equities for the time being, or are 
limiting purchases mainly to pre- 
ferred and guaranteed stocks and 
a few “defensive’’ commons like 
utilities, food companies, and cer- 
tain retail chain store stocks. 
Others have resorted to the prin- 
ciple of “dollar averaging,” under 
which the same sum is invested in 
stocks each year over a period of 
five or ten years so as to lessen 
the risk that purchases will be 
concentrated at a time when prices 
happen to be comparatively high. 


Limits on Equity Purchases 

Keeping in mind both the yield 
advantages of equities end the 
risks that affect a savings bank's 
willingness to buy them freely, we 
can estimate the extent to which 
the savings banks of New York 
State are likely to invest in pre- 
ferred and common stocks. 

In the first place, total invest- 
ment in equities is now severely 
limited by law. Savings banks can 
invest in preferred, guaranteed 
and common stocks at the maxi- 
mum only 50% of their surplus 
and undivided profits, or 5% of 
assets, whichever is the lesser 
sum. Moreover, a lower limit of 
one-third of the surplus and un- 
divided profits or 3% of assets, 
whichever amount is less, applies 
to common stocks. 

For savings banks of New. York 
State, this puts a limit of $637 
million on their total possible pur- 
chases of equities at the present 
time. Of this maximum, $406 
million may be put in common 
stocks, including shares of the In- 
stitutional Investors Mutual Fund, 
Inc., which is being set up by sav- 
ings banks, in accordance with the 
New York law, to provide a me- 
dium through which they can in- 
vest in equities jointly to mutual 
advantage. 

The savings banks of New York 
State increased their net holdings 
of mortgages by $1,186 million in 
1951 and will increase them. by 
about $950 million in 1952. The 
demand for mortgages from sav- 
ings banks reflects not only the 
investment of new savings, but 
also the reinvestment of amorti- 
zation and satisfaction receipts. 
The funds received each year 
from amortizations and _ satisfac- 
tions of mortgages held in the 
portfolio alone will be far larger 
in amount than the total that 
equity purchases will reach for 
many years to come. 


Relative Position of Equities 
And Mortgages 


It is thus evident that equities, 
attractive as they are as a class, 
carnot possibly become a serious 
rival of mortgages as major in- 
vestments for mutual savings 
banks. 

Statutory limitations on_ total 
purchases of equities, the fact that 
a number of savings banks,‘ espe- 
cially those that do not pay an 
income tax, have: little or no in- 
terest in equity investments, and 
the desire of many banks that do 
want to buy equities to acquire 
them gradually over a period of 
years will combine to curb the 
extent to which savings bank 
funds will be diverted from mort- 
gages to equities. At most, equity 
investment can attract only a rel- 
atively small percentage of sav- 
ings bank investment funds from 
mortgages. To some extent, also, 
the furds that will be iavested 
by savings banks in equities would 
otherwise have gone into bonds, 
rather than into mortgages. 

Mortgages remain an outstand- 
ingly attractive class of invest- 
ment for mutual savings banks for 
a number of reasons. The banking 
law permits virtually unlimited 
investment in mortgage loanswhen 
FHA and VA leans are included. 
Savings banks have evolved strong 
mortgage lending organizations 
possessed of long and varied ex- 
perience in lending under all kinds 
of economic conditions. By con- 
trast, up to only 3% of assets can 
be invested in common stocks at 
the most, only up to 5% as a 
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From Washington 
Ahead of the News 


By CARLISLE BARGERON 


























It is a fact that General Eisenhower repeatedly emphasized 
during the campaign, both before and after his announcement 
that he would go to Korea, that he had no quick panacea for 


bringing the war to an end. But there is going to be a terrible 
disappointment if, in a reasonable length of 
time, he doesn’t evolve some method of end- 
ing it. oP 

There is no way of definitely eva)uating 
the importance of the various issues in the 
campaign, of course, but in my opinion the 
two which weighed most against the party 
that has been in power for 20 years, were 
Korea and Communism in the Washington 
government. Corruption figured in the picture 
of the general mess, but Communist coddling 
and Korea, I believe, had most to do with the 
outcome. 

In the early part of the campaign I felt, 
in my travels and talks with just plain people 
and business and political leaders, a yearning 
to punish the Administration va yes pod 

orean fiasco, but there wasn’t a full accept- 
eye Eisenhower as the alternative. He became a fully accepted 


alternative when he dramatically stated that he would go to 
Korea. 

It is true that he followed this up with repeated statements 
that too much was not to be expected from such a trip, that he 
just wanted to see the situation at first hand. But the statement 
about his going had its political effect, and there is no doubt in 
my mind that on the part of his political advisors, that effect was 
calculated. Mr. Truman and Governor Stevenson think it had a 
tremendous effect and this is the reason Mr. Truman is so bitter 
about it. Governor Stevenson has been more gracious. 


So there are many of the General’s well wishers now who 
hope he will be able to accomplish something and there is a belief 
among them that he will. To pursue the Korean fiasco in the man- 
ner of futility with which Truman has pursued it is the height of 
absurdity. The Truman policy has been that we must wage an 
ineffective campaign else we will incite the Russians; we must 
apply a limited amount of weapons, fire a limited amount of 
ammunition, cover a limited amount of territory, apparently just 
enough to keep the war going. 





Carlisie Bargeron 


We are told that we can’t withdraw because we would take 
the heart out of Asia. It is difficult to see how what we are doing 
can give any spirit or heart to anybody. We make it plain that we 
are afraid to go any farther. Why would it be any different if we 
said we were tired of going even this far? 


Manifestly, there is something more to the story of Korea than 
that which has been peddled to the American people. To do what 
we are doing is accomplishing nothing anywhere, in Asia, Russia, 
or even in Korea. 

The Administration's outward attitude has been that it doesn’t 
want to extend the war, extend it simply to the point of wiping 
out the Chinese bases, because Russia might “come in,” might 
attack in Europe, might invade Iran. China might move on Indo- 
China. The reasoning in regard to Indo-China is that China now 
is satisfied with waging war on Americans in Korea, but if we 
strike back to the extent of really hurting her, it will add to her 
strength and spur her on to attacking Indo-China, None of it 
makes much sense, which is not my opinion alone but a rather 
widespread opinion in both Washington military and political 
cireles. The argument that going so fax in Korea and no 
farther deters Russia in any way, shape or form is an insult to 
the intelligence. 


I am not privy to any plans General Eisenhower may have or 
to any of his thinking on this subject, and if I were, I would not 
reveal them. But whatever he does will be against this back- 
grcund, because it was, in general, the picture he got from the 
military leaders in Korea and what he has gotten and will get 
from the military leaders here. The strategy in the Korean war 
has not been dictated by the military; it has been dictated by Mr. 
Truman and the State Department. So there will be plenty of 
room in which the General may operate to accomplish something. 


And when that something is accomplished, we have the warn- 
ing of Representative Walter Judd of Minnesota, an expert on 
Far Eastern affairs, a highly respected one, that Japan sooner or 
later must fall into the Chinese orbit to survive. China is her 
natural market, we cannot possibly supplant it, Mr. Judd warns. 
He could go further and say that no stability can come to Europe 
until trading between East and West is resumed, but Europe is 
not the sphere of his experting. 


All of this, however, is not of the General’s making; neither 
is the Korean fiasco. But in the latter case he is expected to 
accomplish something and there will be considerable of a let-down 
if he doesn’t. 











* 
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Progressive Tax Changes in 1952 


By VICTOR R. WOLDER* 
Attorney at Law, New York City 


Mr. Welder reviews revisions 


and ameadments of tax laws 


and decisions, ameng wh.ch were: (1) reinstatement of exces- 

sive depreciation deductions; (2) Employees’ Profit-Sharing 

Trusts; (3) abandonment losses; (4) net operating carry- 

back losses, and (5) tax status of property held primarily for 
sale in regular course of business. 


As we look back over this past 
year, we must say that it has been 
a year of progress. Long needed 
revisions have been made in the 
reorganization 
of the Bureau 
of Internal 
Revenue. 
Some proce- 
dures have 
been speéded 
up or simpli- 
fied. Some 
progressive 
tax legislation 
has been 
enacted by 
Congress. And 
the courts 
have been 
neither too 
rough nor too 
lenient on the 
taxpayer. 

While there has not been too 
much legislation, the few laws 
which were passed were needed. 


Reinstatement of Excessive 
Depreciation Deductions 


Most significant of these changes 
is the’ fact that it reflects the con- 
tinued intent and desire of Con- 
gress to give retroactive tav relief 
to taxpayers when inequitable sit- 
uations come into being. For ex- 
ample, taxpayers who took exces- 
sive depreciation deductions dur- 
ing any taxable year commencing 
with Jan. 1, 1932, and received no 
tax benefit for the deduction may 
now elect to have the excessive 
amounts of deduction reinstated 
to cost basis. This election to re- 
instate must be made by Dec. 31, 
1952. To give an example: Sup- 
pose taxpayer acquired assets in 
1938 at a cost of $100,000. It took 
depreciation deductions at the rate 
of 10% per annum, or $10,000 
annually, with the result that its 
cost basis was entirely exhausted 
by 1948. Let us assume that tax- 
payer had losses after deprecia- 
tion each year of at least $5,000 
annually. Let us assume also that 
a reasonable rate of depreciation 
was only 5%, or $5,000 annually. 
Under this set of facts, taxpayer 
would be allowed to reinstate to 
cost basis the sum of $50,000, rep- 
resenting excessive depreciation 
taken and obtain depreciation de- 
ductions thereon, commencing 
with 1948. This change in the law 
now counteracts the famous (or 
infamous) decision made by the 
Supreme Court in the Virginia 
Hotel case in the early 1940s. 


Victor R. Wolder 


Sale of Homes by Members of 
Armed Forces 


Members of the Armed Forces 
are the beneficiaries of an amend- 
ment designed to prevent them 
from being deprived of the in- 
come tax provision for non-recog- 
nition of gain from the sale or 
exchange of a residence. As you 
know, when a taxpayer sells his 
residence, the gain thereon is not 
taxable to the extent that the pro- 
ceeds of sale of the old residence 
are reflected in the purchase of 
a new home made within one year 
from tte sale of the old one or 
one built within 18 months. Of 
course, this provision of law was 
a little hard on men and women 
who went into the Armed Forces 
and particularly those who sold 
their homes for this reason. Most 
of them have to serve over a year 
whether they volunteer- or are 
Grafted. Because of this, Congress 
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passed a law which said that the 
running of the one year. to 18 
months limitation in the law is 
suspended for a period not ex- 
ceeding four years from the date 
of sale if the taxpayer serves on 
active duty in the Armed. Forces 
pursuant to a call or order to such 
duty for a period in excess of .90 
days or for an indefinite period. 


Employees’ Profit-Sharing Trusts 

Congress continues to make ex- 
ensions to the tax benefits to be 
lerived by beneficiaries of qual- 
fied tax-exempt trusts under 
Section 165 of the Internal Rev- 
enue Code. Under Section 165, a 
taxpayer can set up a profit-shar- 
ing plan, or a pension plan, or a 
stock bonus plan for the benefit 
of the employees, obtain an im- 
mediate tax deduction for the 
eontribution made into the plan, 
and the beneficiaries need not re- 
port any income until their inter- 
est under the plan is distributed 
to them. Usually, this is not until 
they retire at the age of 65, leave 
the company for permanent and 
total disabilitv. or are discharged 
or resign after, perhaps, 10 years 
€ coverage. Among the numerous 
tax advantages to be achieved is 
the one which says that if the to- 
tal benefits under the plan are 
distributable in one lump sum to 
an employee by reason of his 
severance from employment, the 
income is to be taxed as a long- 
term capital gain and not ordinary 
income. In the Revenue Act of 
1951, an amendment to the law 
provided that where the distribu- 
tion to the employee included se- 
curities of the employer corpora- 
tion, there shall be excluded from 
income the unrealized apprecia- 
tion in value of such securities of 
the employer corporation if ac- 
quired from the employer’s con- 
tribution. Now, in 1952; Congress 
has made a further amendment 
by providing that a similar result 
occurs when securities of the em- 
ployer corporation having an un- 
realized appreciation in value are 
distributed and such assets had 
been acquired out of contributions 
made to the plan by the employee. 

Very frankly, any employer 
who has not studied the possibili- 
ties of deferred compensation un- 
der a qualified profit-shiring plan 
with a tax-exempt trust ought to 
do so. There are sO many tax ben- 
efits which result to the employer, 
the employees, the officers, the 
management, the rank and file 
employees, as well. that the sub- 
ject should not be overlooked. In 
addition to this. Congress has un- 
der consideration at this time 
legislation which will permit 
partners and sole proprietors to 
set up pension an profit-sharing 
plans for themselves, with sub- 
stantial tax benefits. At the pres- 
ent time such coverage. with tax 
benefits. is not available to the 
nartners and sole proprietors of a 
business. 


On this subject of profit-sharing 
plans, there is one item which has 
been the particular subject of lit- 
igation, and a recent case brings 
this point into sharp focus. The 


law says that a contribution for a . 


taxable year must be made within 
60 days of the close of the taxable 
year and dated back to the pre- 
ceding year. But it must be re- 
membered that a trust cannot be 
deemed to have been in existence 
in any taxable year prior to its 
actual execution and establish- 
ment. Therefore, in the first year 
of its existence, a trust cannot be - 
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made retroactive to a prior year 
just. because it was -established 
within 60 days of the close of such 
prior year. 


Reorganization of the Bureau 


As we all know, the reorganiza- 
tion of the Bureau of Internal 
Revenue has been progressing. In 
many areas the new set-up has 
been installed. Actually, there is 
not too much change as yet. Per- 
haps, there will be some lasting 
benefits. The real trick would be 
for the Bureau to speed up the 
processing of cases. This situa- 
tion is, in my opinion, constantly 
getting worse. More and more, the 
agents have been rejecting cases, 
and sending them “upstairs” and 
“upstairs” is getting crowded. On 
top of this, the Tax Court is 
jammed. At least there, the Court 
has now been appointing Com- 
missioners to hear the cases, in- 
stead of the Judges themselves. 
This has some advantages. It has 
worked well in the past in the 
United States Court of Claims; 
perhaps it will work well in the 
Tax Court. 

Jury Trials 

Congress has passed a law which 
says that if you sue the Director 
of Internal Revenue for a tax re- 
fund then you can obtain a jury 
trial, as you could when you sued 
the Collector of Internal Revenue. 
This was an important point, be- 
cause as we know, juries had a 
tendency to favor the taxpayer 
against the government. Congress 
is now considering a law which 
would permit taxpayers to have a 
jury trial in tax refund cases 
when the suit is directly against 
the United States Government. 
Frankly, this may or may not be 
an advantage to the taxpayer. 
It all depends. For example, when 
you sue the Director, you can 
recover Court costs as well, but 
when you sue the government, 
you cannot. 


Charitable Deductions 


In 1952, the law was amended 
so that individuals may deduct up 
to a maximum of 20% of the ad- 
justed gross income (instead of 
15%) for contributions made to 
charitable, religious, educational 
and other similar types of organi- 
zation. 


Amortization of Leaseheld 


Improvements 


As we all know, generally any 
improvement a corporation tax- 
payer makes on a business prop- 


erty results in a deduction to the 
taxpayer spread over the life 
expectancy of the improvement. 


One advantage—the way to obtain 
a much higher deduction—how- 
ever, was discussed in two Tax 
Court decisions this year (Halsam 
and Schunk cases). Briefly, if in- 
stead of building the improvement 
on property owned by the Cor; 
poration taxpayer, the Corpora- 
tion erects the improvement on 
leased property, then the cost of 
the improvement is amortized 
over the term of the lease instead 
of over the life of the improve- 
ment. This is of particular advan- 
tage where the owner of the 
property happens to be the con- 
trolling stockholder of the Corpo- 
ration. At the end of the term of 
the lease, the controlling stock- 
holder still owns the property. He 
can again lease it to the Corpo- 
ration — this time at a higher 
rental. In the interim, his property 
has been improved; the Corpore- 
tion has completely written off the 
cost and obtained a deduction for 
it. And under a special section of 
the Internal Revenue Code the im- 
provement is not treated as in- 
come to the controlling stockholer 
at the time he receives it upon 
the termination of the lease. On 
top of this, it is an effective way 
to reduce accumulated surplus. 


Estimated Declarations 


It is appropriate to give some 
thought to estimated declarations. 
A much greater effort is develop- 
ing in the Bureau of Internal 
Revenue to obtain penalties and 
interest from.taxpayers who fail 
to properly file or to pay their 
estimates when due. An estimated 
declaration for calendar year in- 
dividual taxpayers must be filed 
by March 15 each year; or he 
might be required to file one on 
any one of the other three esti- 
mation dates, June 15, September 
15 or January 15 (of the next 
year). An estimated declaration 
may be amended once in each 
quarter of the year remaining 
after the original is filed. 

Failure to make and file an es- 
timated declaration (except when 
due to reasonable cause and not 
wilful neglect) results in a penalty 
of 5% of each installment due but 
unpaid, plus 1% per month of the 
unpaid amount of each _ install- 
ment due—until a total of 10% 
maximum penalty is reached. Fo! 
the purposes of computing the 
penalty, the correct tax eventually 
found to be due is used. 


When an estimated declaration 
is duly made and filed, in case of 
a failure to pay an installment of 
the estimated tax when due (ex- 
cept where there was reasonable 


cause and not wilful neglect), a 


(2331) 7 


similar penalty is added, ie. 5% 
of the unpaid amount of each in- 
stallment, plus 1% per month of 
the unpaid amount of the install- 
ment, until a total of 10% maxi- 
mum penalty is reached. 

If the taxpayer’s estimated 
declaration is less than 80% of 
his correct tax, then he is penal- 
ized an amount equal to the dif- 
ference, or 6% of the difference, 
whichever is the lesser. There 
are a few exceptions as to this, 
in the case where a taxpayer 
dies during the year, or he is a 
farmer. Nor does this section deal- 
ing with substantial underestima- 
tion of tax apply where the esti- 
mated tax paid “is an amount at 
least as great as though computed 
on the basis of taxpayer’s status 
with respect to personal exemp- 
tion and credit for dependents on 
the date for filing the estimated 
declaration, but otherwise on the 
basis of the facts shown on his 
return for the preceding year.” 

Giving consideration to proper 
estimated declaration is very im- 
portant. Penalties from this source 
are appearing more and more in 
the Tax Court decisions. 


Deducetibility of Illegal Payments 


During the past year, there were 
a large number of cases dealing 
with deductibility of illegal pay- 
ments. Foremost among these was 
one handed down by the Supreme 
Court which said that a rebate 
payment not made in violation of 
Federal or state law, or in viola- 
tion of a sharply defined Federal 
or state public policy, is properly 
deductible if made in the ordinary 
course of business, particularly 
where it is necessary to meet 
competitive practices. The mere 
fact that the payment is unethical 
does not condemn its deductibility. 

Deduction to cover penalties for 
unlawful conduct are generally 
disallowed. For example—penal- 
ties for violation of state anti- 
trust laws or for violation of Fed- 
eral or state laws. But then again, 
an overcharge under the Emer- 
gency Price Control Act was al- 
lowed to be deducted because i+ 
did not frustrate any “sharply” 
defined policies of the Act. Items 
which generally enter into the 
cost of goods sold will be recog- 
nized although they are illegally 
made. Thus, over-the-ceiling pay- 
ments made for purchase of goods 
will be permitted to stand as cost 
of goods sold. The reason is easy 
to understand, although some- 
times difficult in its application. 
Deductions for expenses are a 
matter of statutory grace. Con+« 
gress can allow them or not. But 
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This announcement is not to be construed as an offer to sell or as an offer to buy the securities herein mentioned. 


The offering is made only by the Prospectus. 


Standard Coil Products Co. Inc. 


$5,000.000 5% Convertible Subordinated Debentures 


due December 1, 1967 


Price 100% 


plus accrued interest from December 1, 1952 


250,000 Shares Common Stock, $1 Par Value 


Price $16.75 per share 





Copies of the Prospectus may be obtained from the undersigned only in stat 
is qualified to act as a dealer in securities and in which the Prospectus 


F. EBERSTADT & Co. INC. 


es in which the undersigned 
may legally be distributed. 
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Recent Inflation Developments 
In Western Europe 


By MRS. VERA LUTZ, Ph. D., Princeton, N. J.* 
Formerly Economic Adviser to the International Credit 
Conference in Rome, 1951 


Mrs. Lutz traces new inflation spurt in Western European coun- 
tries that followed Korean war outbreak. Citing halting of in- 
flation in most countries by end of 1951, she concludes such 
pressures have subsided. Notes reversion to orthodox monetary 
policy im countries where such had been discarded over long 
period. Asserts there are other serious problems than monetary 
policy, as need for greater mobility of labor, decline of the capi- 


tal market, and higher wage 


In Western European countries, 
as in the United States, there no 
longer prevails the same anxiety 
about the continuance of inflation 
as existed 12 
months ago. 
In most coun- 
tries the up- 
ward move- 
ment in prices 
had been 
halted by the 
end of 1951, 
and the cur- 
rent year has 
been a period 
of near stabil- 
ity, or even a 
slight falling 
tendency, ex- 
cept forthe 
continued 
rises in the cost of living in some 
of the countries, notably in Great 
Britain where it was, however, 
largely due to the reduction of 
food subsidies. On the basis of the 
wholesale price indices, in each 
case converted to the base June, 
1950—100, we may divide the 
major countries into three groups, 
arranged in order of the extent of 
tHe price rise during the first 18 
months following Korea. The top 
group, showing the highest price 
rise over that period, contains 
Prance and Sweden. In France the 
level rose from 100 in June, 1950 
to’ 148 in December, 1951, but had 
fallen back to 140 by August of 
this year. In Sweden the level 
rose from 100 to 143, and stood at 
this same level in August. Into 
the middle group fall Belgium, 
Western Germany, the United 
Kingdom and the Netherlands. 
The wholesale price level of the 
United Kingdom, for example, 
rose from 100 to 120 and fell back 
to 126; that of Western Germany 
rose to 132, and was still at this 
level in September of this year. In 
the lowest group come Italy and 
Switzerland, with wholesale price 
movements roughly similar to 
those of the United States. 


The arresting in 1952 of the 
rapid rate of price rise which had 
prevailed previously followed the 
adoption in France, Sweden, and 
the United Kingdom of stricter 
credit policies in the autumn of 
1951. With the measures already 
introduced somewhat earlier in 
Western Germany, the Nether- 
lands, and elsewhere, resort had 
now been had almost everywhere 
to the active use of the weapons 
of monetary policy as a means of 
combating inflation. And at the 
moment at least, it would seem 
that there is no longer that 
marked division between the 
“easy money” countries and the 
“tight money” countries which 
had existed over much of the post- 
war period. 

For some of these countries we 
must, however, be careful not to 
exaggerate either the extent of 
the tightening of the monetary 
screw, or the degree to which it 
has removed, or can remove, the 
economic difficulties by which 
they are faced. In the case of 
Great Britain, we may say that, 
as a break-away from two decades 


Vera Lutz 


*An es a by ~. Sate Setove The 
merican Assembly, Arden House, Har- 
riman, New York, Dee. 6, 1952. 


demands by organized labor. 


of uninterrupted easy money con- 
ditions, the change is impressive. 
In terms of interest rates it has 
meant a rise, between the autumn 
of 1951 and the autumn of 1952, 
from %% to nearly 24%% in the 
Treasury Bill rate, and from 3%4% 
to about 4%% in the long-term 
rate (rate on Consols). What is 
equally important, it has meant 
the abandonment by the Bank of 
England of its war- and post-war 
practice of always standing ready 
to provide additional cash to the 
market by buying all Treasury 
Bills offered to it at a fixed rate. 
Nevertheless, these steps in the 
direction of a return to monetary 
orthodoxy cannot by themselves 
be expected to cure the economic 
malaise by which Great Britain 
has so long been afflicted. Broad- 
ly speaking, what the new mone- 
tary policy in Great Britain has 
accomplished is the removal of the 
danger, which existed prior to 
last autumn, that further infla- 
tionary pressure might be exerted 
by increases in the total volume 
of bank lending to the private 
sector, a danger which, it was 
feared, could no longer be held in 
check by mere exhortations to the 
banks to exercise restraint when 
the means for financing the addi- 
tional lending were constantly 
available to them via the market’s 
easy access to accommodation 
from the Bank of England. What 
was done was to cut off this easy 
access. 


Stability in Britain 


We may note that the total vol- 
ume of bank deposits, movements 
in which are normally taken as 
indicative of the movements in 
the money supply, have been very 
nearly stable in Great Britain not 
only since last autumn, but ever 
since the middle of 1948; and it 
is not in this index, therefore, 
that the source of the post-Korean 
inflationary pressure expressed it- 
self. In fact, the increase between 
June, 1950 and September, 1952 
was only 2%. The near stability 
in the volume of money does not, 
however, mean that the volume of 
monetary demand remained stable 
over this period. There has been 
a very substantial movement up- 
wards since the end of the war in 
rate of turnover of the money 
supply, after this rate had been 
reduced below the normal level 
by wartime controls over con- 
sumers’ and businessmen’s expen- 
ditures, controls which have grad- 
ually been removed in the post- 
war years. A rough calculation of 
the income velocity of the money 
supply shows that, whereas in 
1938 it was about 2.2, in 1946 it 
was only about 1.7, representing a 
fall of 23%. After 1946 the 
velocity gradually rose as the re- 
sult of the unloading of idle bal- 
ances, especially by businessmen, 
and by 1950 it had climbed back 
to 1.9, a figure which was still 
some 13% below the pre-war 
level. Consumers’ cash balances 
are still presumably abnormally 
high, so that the gradual unload- 
ing of these is likely to be suffi- 


cient to take care of the growth 
in production, at constant prices, 
for some time to come without any 
increase in the volume of money. 
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What the tighter monetary pol- 
icy did, then, was to break the 
threat that the total volume of 
bank lending, and with it the vol- 
ume of money, would increase, 
and thus add to the inflationary 
pressure already deriving from 
the faster spending of the existing 
money, or create a new source of 
pressure if the first source should 
be exhausted. This is an impor- 
tant enough achievement. As re- 
gards prospects for the future, 
however, we must remember that 
so far the squeeze hag been on 
bank credit to the private sector, 
which in the last few months has 
even declined slightly. With the 
reappearance, since 1951, of over- 
all budget deficits, rather than 
surpluses, in Great Britain, the 
government is again exercising a 
demand for new finance, which 
has temporarily been largely taken 
care of by the overseas borrow- 
ing, and the proceeds of the sales 
of gold and foreign exchange, as- 
sociated with the deficit in the 
balance of payments, which it 
must be hoped will not continue. 
In future this demand may fall 
on the banks which will be able 
to meet it—unless they actually 
call in loans from the private sec- 
tor—only if the Central Bank pro- 
vides new cash. It is likely to fall 
on the banks unless the govern- 
ment is willing to fund part of its 
floating debt and to offer terms 
on the corresponding long-term 
issues which are attractive enough 
to allow them to be placed with 
the public. This means that the 
government may have to be pre- 
pared to see interest rates on gilt- 
edged securities rise still higher 
than the present level, if further 
inflation is to be avoided in the 
future. 


Moreover, even if the renewal 
of inflationary pressures continues 
to be prevented by appropriate 
monetary and public debt policies, 
Great Britain is left with very 
serious problems which, were they 
to depend on monetary policy 
alone for their solution, would 
require much more drastic action 
than that so far taken. Among 
these problems, first place should 
probably be given to the inflexi- 
bility of the production structure, 
due to the lack of mobility of la- 
bor between industries. Here we 
at once touch the balance of pay- 
ments problem. For it is the re- 
current crises in the balance of 
payments that are the mirror in 
which Britain’s adjustment diffi- 
culties are most dramatically re- 
flected. There are already signs 
that the rising trend in the vol- 
ume of exports which has been 
evident since the war’s end has 
come to a halt. With the return 
of German and Japanese compe- 
tition, it is increasingly necessary 
for Britain—dependent as she is 
on foreign trade for her economic 
existence—to be ready to adjust 
her output to the demands of her 
customers or potential customers 
overseas. At the present time the 
demands of these customers are 
very largely for capital goods 
rather than for consumers’ goods, 
and it is widely recognized that 
labor and other resources must be 
shifted from the consumers’ goods 
industries into the capital goods 
industries, if the export level is to 
be expanded or even maintained. 
One, old-fashioned, inducement to 
greater mobility of labor would 
be larger wage differentials be- 
tween the sectors to which labor 
must be attracted and those from 
which it must be drawn away: but 
under present conditions it is 
scarcely possible for individual 
industries to bid up wages with- 
out provoking an all-round rise. 
In order, on the other hand, to 
induce labor shifts by means of 
monetary policy, the authorities 
would have to restrict credit very 
much more drastically than they 
have done up to the present—to 
enforce, that is to say, a degree of 
curtailment of credit, and of the 
money supply, which would press 
on total expenditures and on the 
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Dealer-Broker Investment 
Recommendations & Literature 


It is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 





Convertible Bonds and Stecks—Discussion of a new approach 
to their appraisal—Talmage & Co., 115 Broadway, New York 
6, N. Y. 


Electric Utilities—Analysis—H. Hentz & Co., 60 Beaver Street, 
vew York 4, N. Y. 


Latin-American Business Highlights—Brochure review indus- 
trialization of Latin-America— The Chase National Bank 
of New York, Pine Street corner of Nassau, New York 15, 
N. Y. 


Natural Gas Prospects — Analysis — Sutro Bros. & Co., 120 
Broadway, New York 5, N. Y. 


Over-the-Counter Index—Folder showing an up-to-date com- 
parison between the listed industrial stocks used in the Dow- 
Jones Averages and the 35 over-the-counter industrial stocks 
used in the National Quotation Bureau Averages, both as to 
yield and market performance over a 13-year period— 
National Quotation Bureau, Inc., 46 Front Street, New 
York 4, New York. 

Railroad Switches—Leaflet of suggestions—Vilas & Hickey, 49 
Wall Street, New York 5, N. Y. 


Service For Security Analysts — Brochure describing newly 
developed service ask for Booklet C—Georgeson & Co., 52 
Wall Street, New York 5, N. Y. 

Tax Rates — Booklet setting forth current Federal and State 
stock original issue and transfer tax rates—Registrar and 
Transfer Company, 50 Church Street, New York 7, N. Y. 


Tokyo Stock Market Quotations—Bulletin—Nomura Securities 
Co., Ltd., 1-1 Kabuto-cho, Nihonbashi, Chuo-ku, Tokyo, 
Japan. Also available is a tabulation by industries of divi- 
dend earnings as of half-year business term ended Sept. 30, 
1952 for Japanese securities. 

* ©« @ 


Allied Paper Mills—Data—Moreland & Co., Penobscot Build- 
ing, Detroit 26, Mich. Also available are data on 
Brownhoist, L. A. Darling Ce., and Menree Aute Equipment. 

Aluminium Limited—Review—James Richardson & Sons, 173 
Portage Avenue East, Winnipeg, Canada, and Royal Bank 
Building, Toronto, Canada. 

American Marietta Co.—Analysis—A. C. Allyn and Company, 
Inc., 44 Wall Street, New York 5, N. Y. 


Boeing Aircraft—Data in current issue of “Gleanings” —Francis 
I. du Pont & Co., 1 Wall Street, New York 5, N. Y. In the 
same issue of “Gleanings” there are suggested “packages” of 
stocks; also available is a list of 40 “Tax Loss Selling” Type 
stocks. 


Carborundum Company — Analysis — R. M. Horner & Co., 52 
Broadway, New York 4, N. Y. 


Chattanooga (Tennessee) Gas Company—Analysis—Sheridan 
Bogan Paul & Co. Inc., 1528 Walnut St., Philadelphia 2, Pa. 

Crane Co.—Memorandum—Sincere & Co., 231 South La Salle 
Street, Chicago 4, Ill. 


Erie Forge & Steel Corperation—Bulletin—de Witt Conklin 
Organization, 100 Broadway, New York 5, N. Y. 

Falstaff Brewing Corp.—Bulletin—J. R. Williston & Co., 115 
Broadway, New York 6, N. Y. 

Glass Fibers, Inc.—Analysis—F. L. Putman & Company, Inc., 
77 Franklin Street, Boston 10, Mass. 


Indiana Gas & Water Co. — Annual report — Indiana Gas & 
Water Co., Inc., Indianapolis, Ind. 

James Manufacturing Co. — Analysis — In current issue of 
“Business and Financial Digest” — Loewi & Co., 225 East 
Mason Street, Milwaukee 2, Wis. Also in the same issue is 
an analysis of Maryland Casualty Company. 

Kewanee Oil Co. — Memorandum — Smith, Barney & Co., 14 
Wall Street, New York 5. N. Y. 


Mercast Corporation—Analysis—J. G. White & Company, Inc., 
37 Wall Street, New York 5, N. Y. 

Middle South Utilities—Memorandum—Faroll & Co., 209 South 
La Salle Street, Chicago 4, II. 


New York Chicago & St. Louis Railroad — Memorandum — 
Hirsch & Co., 25 Broad Street, New York 4, N. Y. Also avail- 
able is a memorandum on Sharmrock Oil & Gas. 


Northrop Aircraft, Incorported—Analysis—Stanley Heller & 
Co., 30 Pine Street, New York 5, N. Y. 
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Investing for Pension and 
8 3B 
Profit Sharing Trusts 
By JOHN HARDY WEEDON* 
wise Teen The First National Bank of Chicago 


T. L. Watson-Turnure 
Announced 


Two of Wall Street’s oldest 
Stock Exchange firms will merge, 
effective Jan. 1, according to a 
joint announcement by T. L. Wat- 
son & Co., established in 1866, 
and Lawrence Turnure & Co.- 
Blyth & Bonner, established 1832. 
The merged firm, to be known as 
T. L. Watson & Co., will offer its 
customers the greatly increased 
facilities of the combined organi- 
zation, and all partners and cus- 
tomers men of the two firms will 
be connected with the new part- 
nership, except for Robert H. 
Harding, John R. Marshall, Ge- 


rard L. Pears, William P. Haring chang 


and Ralph H. Hubbard, who are 
retiring from the Turnure firm. 

The merged firm’s main office 
will be maintained at 50 Broad- 
way, New York City, present 
headquarters of the Turnure or- 
ganization. Branch offices will be 
maintained in Bridgepert, Conn., 
Perth Amboy, N. J., and 160 Var- 
ick Street, New York. 

Partners of the new firm will 
be Louis N. De Vausney; Daniel 
J. Morgan, Bridgeport; Frost 
Haviland, member of the New 
York Curb Exchange; George R. 
Payne; Kenneth B. Gordon; Law- 
rence Turnure; William T. Veit; 
Henry G. Bruns; William C. Far- 
ley; Sylvester F. Hennessey, mem- 
ber of the New York Stock Ex- 
change; Lester E. Farley, Bridge- 
port; Quentin Syme, John Kerr, 
H. Thurston W. Huntting and 
John E. Judson, a limited partner. 

The Turnure firm, eighth old- 
est Stock Exchange house, was 
founded on May 10, 1832 by Moses 
Taylor under his name, as mer- 
chant bankers. Lawrence Tur- 
mure, grandfather of the present 
Lawrence Turnure, became a 
partner on Dec. 31, 1851, and since 
that time there has always been 
a Turnure in the firm. In 1888 
the firm took the name of Law- 
rence Turnure & Co., which name 
has been retained since. In 1942 


the Turnure organization was 
merged with Blyth & Bonner un- 
der the name of Lawrence Tur- 
nure & Co.-Blyth & Bonner. 

T. L. Watson & Co. was estab- 
lished in 1866 and for many years 
operated a private banking busi- 
ness in Bridgeport, Conn., and had 
the distinction of being the oldest 
private banking organization in 
that state. In 1933, however, all 


private banking operations were 
discontinued. 


Gellerman Adviser for 
Knickerbocker Hospital 


Knickerbocker Hospital, 70 Con- 
vent Avenue, 
N. Y. City, has 
appointed H. E. 
Gellermann as 
Adviseron 
Public Rela- 
tions, accord- 
ing to an an- 
nouncement 
by L. B. Dana, 
Administrator 
of the hospi- 
tal. Mr. Gel- 
lermann is Di- 
rector of Pub- 
lic Relations 
for Bache & 
Co., members 
of the New York Stock Exchange. 


Two With Slyaton Co. 


(Special to Tue Financial CHRONICLE) 

ST. LOUIS, Mo. — Phelim F. 
O’Toole, Jr. and Frederick G. Vogt 
are now connected with Slayton & 
Company, Inc., 408 Olive Street. 


With William Ginn 
(Special to Tue Financimat CHRONICLE) 
GOLDSBORO, N. C. — B. W. 
Ginn has joined the staff of Wil- 
liam M. Ginn, 301 South Center 
Street. 





Henry E. Gellermann 
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What has been the history of the 
Pension Pian Trusts and how have 
social, economic, and 
conditions affected their 
development 
and influ- 
enced their in- 
vestment poli- 
cies? 

While a few 
presently 
operative 
Pension Plans 
had their in- 
ception prior 
to the turn of 
the century, 
the  U. S. 
Treasury lists 
only 110 qual- 
ified plans in 
existence 
prior to 1930. By 1939 the number 
had grown to 659. 


Prior to 1942, the investment 
portfolios of these Funds were 
largely invested in fixed-income 
securities. For the greater part of 
this period, fixed-income securi- 
ties such as mortgages and cor- 
porate bonds afforded a better in- 
come return than was available 
through the purchase of high- 
grade stocks. Further than this, 
although a long-term decline in 
the purchasing power of the dol- 
lar was in progress, this decline 
was an orderly one and did not 
greatly concern either investors or 
legislators. 


However, in the mid-thirties, 
social and political changes that 
were destined to have a far- 
reaching effect on investment 
policies were in the making. With 
the depression years still vivid, 
the theory of collective security 
became uppermost in the minds of 
a large segment of our popula- 
tion, with resulting social se- 
curity legislation and a renewed 
trend toward unionism. Govern- 
mental policies of spending our 
way out of depression, and of a 
managed economy, led to deficit 
financing and the maintenance of 
low money rates which made it 
possible for corporations to refund 
their bonds at reduced interest 
rates. At the same time, corporate 
earnings and dividend rates were 
improving. An investor seeking 
income could now obtain better 
results by buying the stocks of 
most leading corporations than by 
acquiring their bonds. 


ing 
political 


John Hardy Weedon 


Advent of World War Il 


The first dynamic phase in the 
creation of voluntary Pension Plan 
trusts dates from the advent of 
World War II. During the previous 
decade, many employers had un- 
doubtedly become more conscious 
of the desirability of providing 
some degree of future security for 
the employees; and now there 
were at least two good and suffi- 
cient reasons why thought should 
be translated into action. 

War-inspired demands for 
rapidy increased production led 
to a very tight labor situation. 
Corporate management was anx- 
ious not only to hold the em- 
ployees it had, but to attract new 
ones. A pension plan might help. 
In any case, since contributions to 
such Funds were tax-exempt, high 
war-time taxes made it possible 


*A talk by Mr. Weedon at 
Sinclaire Pension Seminar, New -g =! 
City, Nov. 20, 1952. 


development of pension and profit-sharing trusts, 
rurieg vee orca —memetbee Apammger yatiy- re 
en er te Cites growing investment in equities 
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vestment principles for each. Reveals 
Pension and Profit Sharing Trusts for which 
his bank is responsible. 


for many corporations to adopt 
such plans with relatively little 
effect on their earnings-after- 
taxes. While no actual figures are 
available, we would guess that by 


_ the end of the war 10,000 qualified 


plans were in existence compared 
with less than 1,000 just prior to 
the war. 

The decline in interest rates 
which I mentioned earlier con- 
tinued during this period and, 
while prices and wages were un- 
der government control, the 
rapidly mounting government 
debt and the dynamic upward 
trend in national income 


heightened the inflationary poten- 


tials. 

Another im portant develop- 
ment that affected the investment 
policies of many trustees was a 
marked trend in the liberalization 
of the laws in many States gov- 
erning the investment powers of 
trustees. For the first time in 
many States, including Illinois, 
“prudent man _ statutes” were 
adopted — statutes that permitted 
trustees to purchase common 
stocks of a type a prudent man 
would select. However, many cor- 
porations and many trustees were 
not yet willing to include com- 
mon stocks in Pension Plan 
Trusts; so that, while this period 


perhaps initiated a trend toward 
the idea that common stocks 
might be acceptable for these 
portfolios, investments in most 
Pension Plan trusts continued to 
be very largely confined to fixed- 
income securities. 

The period 1946-49 was one of a 
declining trend in the number of 
new plans. Unions were striving 
to increase their take-home pay 
and were cool to any plans that in 
their opinion would postpone part 
of the benefits they wanted im- 
mediately. 


The Period Following 1947 


The period in which we pres- 
ently find ourselves had its incep- 
tion in 1948. In that year, the 
United States Supreme Court con- 
firmed a ruling of the National 
Labor Relations Board that pen- 
sions are a valid subject for bar- 
gaining under the Taft-Hartley 
Act. The following year, the 
President’s Steel Fact Finding 


Board recommended that the steel 


companies establish and assume 


the full.cost of pension plans for 
‘their employees. The Union at- 


titude, that had been cool to vol- 
untary company plans in the im- 
mediate postwar period, now be- 


‘came vociferous in its pension 
._plan demands. 


This period, therefore, has seen 
a very large increase in Pension 
Plan coverage not only from the 
standpoint of the number of plans 
but, more importantly, from an 
investment standpoint in the po- 
tential size of the plans and the 
number of employees covered. 

The Treasury Department re- 
ported that as of Aug. 31, 1946, 
company contribtuions with re- 
spect to 9,370 qualified plans were 
at an annual rate of about $760 
million. Recent figures indicate 
that there are presently some 17,- 
000 qualified plans now operative, 
while contributions are estimated 


at an annual rate in excess of $2 


(2333). 8 Va 


wen and the trend is still up- 


Earlier this year, Salomon Bros. 
& Hutzler estimated that private 
Pension Funds other than insureé 
plans are currently accum 
investment funds at the rate 
$1.2 billion annually. If even 
as much as 20% of these funds is 
to be currently invested in com- 
mon stocks, there will still remain 
almost $1 billion of demand for 
fixed income securities. 


Effect on Equity Investments 


It can be gathered from the 
foregoing discussion that pension 
fund monies either directly or in- 
directly are destined to exert an 
increasing influence upon the de- 
mand for both fixed-income and 
equity investments. 

The problems encountered by a 
trustee in formulating investment 
policies for a Profit Sharing trust 
are likely to be somewhat more 
complex and somewhat more indi- 
vidualized than those presented 
by the investment of funds for a 
Pension Plan trust. In th , at 
least, a trustee of a Pension 
Trust may take it for granted that 
contributions based upon continu- 
ing and conservative actuarial 
computations will be made at 
regular intervals. Invasion. of 
principal funds for the purpose of 
distributions is not a probability. 

On the other hand, contributions 
to Profit Sharing Funds may be 
less regular and may vary con- 
siderably in amount from year to 
year. It is therefore more difficult 
for a Profit Sharing fund to ob- 
tain average investment results 
over a period than is the case 
with a Pension Plan. 


The timing of purchases is 
therefore important, as is the 
maintenance of a more fluid in- 
vestment policy than is necessary 
for Pension Plan trusts. 

A second basic difference be- 
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offer to buy, any of such shares. 


Lehman Brothers 

! Walston, Hoffman & Goodwin 

} Paine, Webber, Jackson & Curtis 

1 Bingham, Walter & Hurry, Inc. 

| Laird, Bissell & Meeds 

Spencer, Swain & Co., Inc. 

Conrad, Bruce & Co. 
Irving Lundborg & Co. 

Newburger & Company 


This is not an offering of these shares for sale, or an offer to buy, or a solicitation of an 
The offering is made only by the Prospectus. 
advertisement is published on behalf of only such of the undersigned as are 
| registered or licensed dealers or brokers in this State. 


225,000 Shares 


Consolidated Engineering Corporation 


Common Stock 
(Par Value $0.50 per share) 





Price $15 per share 





Copies of the Prospectus may be obtained from any of the several under- 
writers only in states in which such underwriters are qualified to act as 
dealers in securities and in which the Prospectus may legally be distributed. 


Blyth & Co., Inc. 
Wertheim & Co. 


Emanuel, Deetjen & Co. 
Lester, Ryons & Co. 
Stern, Frank, Meyer & Fox 
Paul H. Davis & Co. 
Satro & Co. 


Francis I. duPont & Co. Lee Higginson Corporation 
Hemphill, Noyes & Co. 


Shearson, Hammill & Co. 
Wagenseller & Durst, Inc. 


Bateman, Eichler & Co. 
Pasadena Corporation 
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Dean Witter & Co. 


Hill Richards & Co. 








Harbison & Henderson 


Daniel Reeves & Co. 
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Outlook for Petroleum Industry 


By LASZLO A. de MANDY 


Security Analyst, Bear, Stearns & Co., Members N. Y. S. E. 


Petroleum expert maintzins that despite current pessimism, 
long-run picture for oil industry investors is “unmistakably” 
bullish. Asserts because of expected growth in foreign demand 


and apparently workable 


profit-sharing 


arrangement in 


Middle East, international companies, as Royal Dutch, Socony, 


Jersey, and Anglo-lranian, are 


in favorable position. Names 


domestic companies most favorably situated to benefit from 
uncommitted reserves in natural gas. Cites eight Canadian 
companies as particularly attractive. 


Leading petroleum economists 
at the recent meeting of the 
American Petroleum Institute 
held that the domestic petroleum 
demand in the 
mext 15 years 
should con- 
servatively be 
estimated to 
erow 46%. 

The indi- 
cated 3% an- 
mual average 
fnecrease in 
domestic de- 
mnand coin- 
cides with the 
expectations 
of other 
prominent 
authorities. 
Although the 
projected 
growth is less spectacular than 
the 6-8% annual gains to which 
the industry had become accus- 
tomed during the large part of 
the postwar period, it is still a 
healthy rate of growth and indi- 
cates a bright future for the do- 
xnestic oil industry. 


It should not be forgotten that 
just two years ago many petro- 
teum economists were pessimistic 
segarding the continuance, of the 
postwar rate of growth in do- 
mestic and foreign demand. Off- 
setting this pessimism, the en- 
suing two years produced the 
greatest rate of growth in de- 
xmand experienced in the indus- 
try’s history. 

Today a number ‘of petroleum 
economists are again pessimistic. 
One of their most often-expressed 
fears is that the possible re-open- 
ing of the Iranian production and 
the resulting flood of world 
markets by cheap Middle East 
oil. Although I firmly believe 
that sooner or later the Iranian 
oil fields will be re-opened and 
shut-in oil will find its way back 
to world markets, I feel that the 
we-opening, if and when it comes. 
will be gradual, and quite pos- 
sibly this oil will be needed to 
fill an increased demand. The 
cost of finding and producing oil 
is steadily increasing, and the 
Middle East is no exception under 
that general pattern. Further, a 
basic change occurred during the 
last two years which has to be 
kept in mind. The _ individual 
Middle East governments are no 
longer limited to receiving 
straight royalty income, but are 
mow equal partners with the op- 
erating oil companies, sharing in 
profits with them. Therefore, the 
dumping of oil, I feel, would be 
against their best interests and a 
thing they would try to prevent. 


Growth in Foreign Demand 


The rate of growth in foreign 
demand is expected to be much 
greater than the domestic. Last 
year the increase in consumption 
@utside the United States, exclud- 
ing Russia and its satellites, was 
900,000 barrels a day—more than 
Iran’s greatest production, Be- 
cause of the expected rate of 
growth in foreign demand and 
the new and apparently workable 
profit-sharing basis presently in 
force in the Middle East, inter- 
mational oil companies are be- 
lieved to be in a favorable po- 
sition. Taking into consideration 
the ratios of market price to 
@quity values, future earning 
Power, ability of management, 
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financial strength and the im- 
portant political factors which 
have a large bearing on interna- 
tional operations, I favor Royal 
Dutch Petroleum Co., Socony 
Vacuum Oil Co., Standard Oil 
Co. (N. J.) and Standard Oil Co. 
of California. 


To those who exclude the dan- 
ger of an all-out war and further 
deterioration of the political situ- 
ation in the Middle East, Anglo- 
Iranian Oil Co. should be most 
attractive. 


The economists at the American 
Petroleum Institute meetings an- 
ticipated an approximately 400% 


|} gain in the output of Canadian 


oil producers by 1967. Western 


i Canada has about 770,000 square 


miles of territory suitable for 
oil exploration. This huge area 
is scarcely explored, and what has 
been explored has been covered 
with far less intensity than com- 
parable areas in the U. S. Since 
the discovery of the famous Leduc 
field in 1947, over one billion 
dollars has been expended for 
exploration and land acquisition, 
and the rate of these expenditures 
is steadily and rapidly increasing. 
Due to this rapidly increasing 
activity, many new discoveries 
are being made. In fact the ratio 
of new “hits” to dry-holes in 
<rildeat wells during the current 
year was one to six, against one 
to nine in the United States. 
Western Canada, which produced 
only 19,000 barrels daily before 
the Leduc discovery, is approach- 
ing a potential production rate of 
300,000 barrels daily. The po- 
tential production rate of 300,000 
barrels and the actual average 
production of 160,000 daily are 
still far short of Canada’s current 
consumption. The actual produc- 
tion averages only 160,000 barrels 


‘because of the lack of sufficient 


transport facilities. With the ex- 
tension and expansion of the 
Interprovincial Pipe Line Co., 
and the completion by next 
August of the Trans-Mountain 
Pipeline, the lack of sufficient 
transportation facilities for oil 
will soon be overcome. Markets 
for the currently shut-in gas re- 
serves are also shaping up. The 
first line to bring gas to the 
Pacific Northwest is only await- 
ing the green light from the Fed- 
eral Power Commission. A second 
line, leading eastward, is expected 
to be approved by the Alberta 
Government in the near future. 
In contrast with healthy and 
promising developments, the mar- 
ket price of Western Canadian 
oil producers declined very 
sharply during the last six 
months. In my opinion, the stocks 
of certain Canadian oil companies 
are now attractive for investment. 


Canadian Companies 


For those who hold to invest- 
ment in a single company of in- 
vestment quality, Imperial Oil 
Ltd., controlled and backed by 
Standard Oil Co. (N. J.),"is out- 
standing. Certain smaller inde- 
pendent companies should appre- 
Clate percentagewise more than 
Imperial, but due to their specu- 
lative nature, it is advisable to 
invest in a group of them rather 
than in a single one. In my 
package, which is selected after 
consideration of management 
ability, favorable acreage spread 
and financial strength to carry 
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exploration and development ex- 
penditure, I include the following 
(in alphabetical order): 


(1) Anglo-Canadian Oil Co. 
Ltd. 

(2) The Calgary & Edmonten 
Corp. Ltd. 


(3) Calvan Consolidated Oil & 
Gas Co. Ltd. 


(4) Canadian Atlantic Oil Co. 
Ltd. 

(5) Canadian Superior Oil of 
Cailf. Ltd. 


(6) Central Leduc Oils Ltd. 
(7) Husky Oil & Refining Ltd. 
(8) Pacific Petroleums Ltd. 


In a consideration of strictly 
domestic oil companies, natural 
gas is an important factor and 
one which will increase in im- 
portance. A large increase in 
natural gas consumption is ex- 
pected. Where natural gas is 
available, it is by far the cheapest 
fuel. The cost of heating the 
average home for a year with 
natural gas is about $90 against 
approximately $200 with fuel oil. 
The wellhead price of gas, de- 
pending naturally on the’ distance 
of transportation, does not amount 
to more than 6% of the price 
paid by the residential consumer 
for the gas. Not only is a big 
increase in natural gas sales an- 
ticipated, but I also believe a 
substantial increase in field prices 
for gas will be forthcoming when 
the OPS regulations are relaxed. 
It must be borne in mind. that 
outside of the limited Canadian 
end Mexican gas imports, there is 
no possibility of satisfying the ex- 
pected huge demand for natural 
gas other than through domestic 
suppliers. I feel that the domestic 
oil companies, with large natural 
gas reserves and, moreover, with 
uncommitted reserves, will be 
most favorably situated in the 
years to come. Companies in that 
classification are: The Pure Oil 
Co., Phillips Petroleum Co., Cities 
Service Co., Kerr-McGee Oil 
Industries Inc., Shamrock Oil & 
Gas Corp., Dehli Oil Corp., Taylor 
Oil & Gas Co. 


Liquefied Petroleum Gas 


As another phase of the petro- 
leum industry, the spectacular 
increase in demand for liquefied 
petroleum gas must be considered. 
Liquefied petroleum gas is used 
in artificial rubber production, in 
the manufacture of numerous 
chemicals, in refineries for blend- 
ing stock to improve octane rat- 
ings, domestic heating and cook- 
ing (bottled gas), and in many 
combustion-type engines as fuel 
(tractors, busses, trucks, etc.). 
Its use in all these fields is in- 
creasing steadily. Its big ad- 
vantage as fuel in combustion 
engines is not primarily in its 
price but in the fact that it burns 
without leaving any residues, and 
therefore engines can run double 
comparable gasoline mileage 
without overhauling. There are 
problems to be solved in the 
liquefied petroleum gas field, of 
which the prime one is a problem 
of economical! transportation, 
storage and distribution. Pipeline 
transportation and storage in un- 
derground cavities seems to be 
the solution to this problem, and 
successful steps have already 
been made in this direction. Many 
companies are engaged in the 
production of liquefied petroleum 
gases, but the impact of the pro- 
jected future growth, I believe, 
should primarily benefit Warren 
Petroleum . Corp. and Phillips 
Petroleum Co. 


In considering the petroleum 
industry as a whole, the outlook 
is for steadily increasing con- 
sumption. However, the pattern 
of consumption points to wider 
swings in demand, with a large 
winter peak and a smaller sum- 
mer peak. Between these peaks 
accumulations of inventories must 
be expected. It is during these 
periods, as it has been in the past, 
that bearish voices will be the 
loudest. Investors should keep in 
mind that the long-run picture 
is unmistakably bullish. 
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Missouri Brevities 


At a special meeting on Feb. 10, 
stockholders of the Mercantile 
Bank & Trust Co., will be asked 
to approve a 50% stock dividend 
as recommended by the Board of 
wirectors. Presently there are 20,- 
000 shares of $25 par value capital 
stock outstanding, and by trans- 
ferring $250,000 from undivided 
profits the capital account will 
show $750,000 of stock, $500,000 
of surplus and $166,000 of undi- 
vided profits. 

ba a 

For the fiscal year ended Sept. 
30, the Gustin-Bacon Manufactur- 
ing Ce., reported net income of 
$536,078, or 74 cents on each of 
the 727,800 outstanding shares of 
common stock. In the previous 
year, net was $475,242, or 65 cents 
a share. A. L. Gustin, Jr., President, 
said that earnings were held to 
a lower level than anticipated 
due primarily to the operational 
dislocations and heavy initial 
costs of bringing a new glass plant 
into production, and the acceler- 
ated amortization charges under a 
necessity certificate applicable to 
equipment in the plant. Deprecia- 
tion totaled $1,082,552, against 
$562,025 a year previous. 

Sales reached a peace-time peak 
of $15,166,882, up 13% over the 
$13,364,734 volume of the previ- 
ous year. The enlarged dollar vol- 


_ume reflected an increased quant- 


ity of goods sold rather than any 
overall rise in prices. 

Earnings berore provision for 
taxes on income and flood loss 
were $1,118,021, against $1,782,670 
a year earlier. Taxes were $565,- 
500, compared with $922,500, 
which came before the subsequent 
reduction in income taxes as re- 
suit of we flood loss. 

Working capital was strength- 
ened by new financing and by the 
retention of earnings. At the close 
of the year, working capital was 
$4,349,846, against $1,797,410 a 
year previous. 

% a % 

In a talk before the New York 
Society of Security Analysts on 
Dec. 1, Paul E. Connor, Chairman 
and President of the Western Auto 
Supply Co., said that 1952 sales 
will be aproximately $170,000,000 
as compared with $160,000,000 last 
year. Present forecast of earnings. 
he said, indicate a 1952 net in- 
come, after taxes, somewhat lower 
than in 1951 when the company 
reported earnings of $5,579,388, 
equal to $7.43 a share. Profit be- 
fore taxes, Connor noted, will be 
approximately the same as in 
1951, but provision for income tax 
will be higher. 

Referring to dividends, Connor 
said that “We have in the last 10 
years paid out approximately 50% 
of net earnings after taxes in cash 
dividends. If, as many of us be- 
lieve, the era of price inflation 
has ended, then I think the Board 
of Directors of Western Auto may 
consider paying out a somewhat 
larger percentage of earnings than 
has been our custom in the past.” 

Western Auto Supply ap- 
proaches the year 1953 with cau- 





tious optimism, expecting a good 
year, with some weakness during 
tae second half,” he said. The 
com.pany “plans to keep inventor- 
ies uncer tight control and to keep 
coverage as short as practicable.” 

No.mg that Western Auto Sup- 
ply’s excess profits tax base is ap- 
proximately $10 million, Connor 
said that “if the excess profits tax 
is allowed to lapse June 30, 1953, 
the company should benefit con- 
siderably. In 1951 we paid an ex- 
cess profits tax equal to nearly $1 
e share ard 1952 may be close to 
the same figure.” 

& a 

Directors of Prugh Petroleum 
Corperation, declared the regular 
quarterly common dividend of 5% 
a share, payable Dec. 30, to hold- 
ers of record Dec. 15. 

William Prugh, President, said 
that daily production of crude oil 
has been stepped up by 500 bar- 
rels as result of the acquisition in 
October of two groups of leases 
and the “suecessful. development 
of reworking old leases.” 

The company has 63 wells in 
Kansas and and cur- 
rently is drilling No. 64 in Creek 
County, Oklahoma. 2 ; 


An increase in the annual divi- 
dend rate of Commerce Trust 
Company, was authorized by di- 
rectors when a quarterly payment 
of 50 cents was voted instead of 
the usual 45 cents, according to 
J. C. Williams, President. 

“The annual dividend will be on 
the basis of $2 a share, instead of 
$1.80,” Williams said. “Earnings 
this year are likely to exceed 1951, 
when they were nearly $2,300,000, 
the largest ever.” 

The dividend is payable Dec. 27, 
to holders of record Dec. 12. 

* Eo % 


Directors of City National Bank 
and Trust Company, voted the 
regular semi-annual dividend of 
40 cenis a share, payable Dec. 3I, 
to holders of record Dec. 20. 


% % % 


Directors of First Natienal Bank, 
voted to increase the regular 
semi-annual dividend to $1.50 a 
share, from the $1.25 rate previ- 
ously paid, placing the stock on a 
$3 annual rate. The current pay- 
ment of $1.50 a share will be made 
Jan. 2, to holders of record Dec. 


“19. 


The dividend is the 135th con- 
secutive one to be ordered by the 
bank. Since 1886 the bank. has 
paid $12,680,000 in cash dividends 
and $2%4 million in stock and has 
added $7 million to surplus. 

% % % 


Net income of Misseuri Public 
Service Company for the nine 
months ended Sept. 30, totaled 
$915,249, equal to $1.61 a common 
share, compared with $719,557, or 
$1.24 a share a year earlier. 

Revenues were $6,164,424, com- 


“pared with $5,541,786. 


The utility’s income tax provi- 
sion for the nime month period 
was $806,000, compared with 
$534,400. 
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Olin Industries 
Ely Walker Dry Goods Com. & Pfds. 
First National Bank 
National Oats 
Miss. Valley Gas 
Meleney Electric Class “A’”’ 
Scruggs-Vandervoort-Barney Com. & Pfd. 
Tenn. Production 
Natural Gas & Oil 
Wagner Electric 


Bought — Sold — Quoted 


SCHERCK, RICHTER COMPANY 


Member Midwest Steck Exchange 


Landreth Building . 
St. Louis 2, Mo. 


Garfield 0225 





1. BD. 123 
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Denounce UN Resoluiion Upholding 
Nationalization Without Compensation 


G. Keith Funston, President of the New York Stock Exchange, 

and Ear] Bunting ef NAM, register protests. Funston, in letter 

to U. S. Representative to United Nalions, scores action as 

serving n-tice on investors everywhere that long-standing rights 

will no longer be respecied. Earl Bunting says resolution dims 
hope of foreign investment in underdeveloped areas. 


G. Keith Funston, President of the 
New York Stock Exchange, on 
Dec. 16 addressed a letter to Am- 
bassador Warren R. Austin, U. S. 
Representative to the United Na- 





G. Keith Funston 


Earl Bunting 


tions, in which he denounced a 
resolution approved by the Eco- 
nomic and Financial Committee 
of the General Assembly of the 
United Nations which he said 
would have “unfortunate and 
long-lasting effects on the free 
flow abroad of capital from this 
country,” since it permits nation- 
alization of industries without 
compensation. 

The Committee approved the 
Resolution, which was jointly in- 
troduced by Bolivia and Uruguay, 
on Dec. 11, 1952, by a vote of 31 
to 1, with 19 nations abstaining. 
Efforts by the United States dele- 
gation to amend the Resolution 
were unsuccessful. 

Mr. Funston, in his letter to 
Ambassador Austin, stated: 


“It seems to me yirtually a tru- 
ism that the necessity for chan- 
nelling United States capital into 
underdeveloped nations isessential 
if those nations are to realize 
their full potentialities. Millions 
of share owners in this country 
have invested billions of dollars 
overseas through United States 
corporations: our investors have 
already shown an ability and 
willingness to put their capital to 
work abroad: I have no doubt 
that, granted the proper climate, 
such investments will grow still 
more in the future. Our investors 
are not seeking special privilege 
but they do seek and need the 
safeguards provided by interna- 
tional treaties and agreements, 
they do ask for a fair break and 
compensation for risks taken. We 
have as great a respect for the 


sovereignty of any nation as we ~ 


have for our own—we know the 
cost of gaining and maintaining 
that sovereignty. The right of na- 
tidnalization is an adjunct of sov- 
ereignty which we recognize—ac- 
companied, of course, by prompt, 
adequate and effective compen- 
sation. 

“The Resolution serves notice 
on investors everywhere that 
rights of long standing will no 
longer be respected. Investors are 
told, in effect, that their invest- 
ments will be subject to national- 
ization without compensation. 
Apparently, under terms of the 
Resolution, even diplomatic. rep- 


resentation on behalf of the in- 
vestor might be outlawed. 

“The heavy vote in favor of the 
Resolution was‘a great disappoint- 
ment because it represented a re- 
versal of an accelerated trend 
toward creating the climate cf 
mutual trust which is essential to 
international investment. I hope 
that the Resolution represenis 
merely a temporary diversion of 
a long-term trend toward raising 


the standard of living in nations 
outside the Iron Curtain.” 


Bunting’s Protest 


Similar views to those ex- 
pressed by Mr. Funston were 
voiced by Earl Bunting, Manag- 
ing Director of the National Asso- 
ciation of Manufacturers, who 
pointed out that the UN failure 
to protect foreign investors is the 
kind of international action which 
dims the hopes of underdeveloped 
nations of raising their standards 
of living through privaie fcreign 
investment. 

“Without questioning the right 
of any country to nationalize its 
resources this action of the United 
Nations,’ Mr. Bunting declared, 
“seems calculated to destroy the 
aspirations of underdeveloped na- 


tions for economic improvement » 
possible only through large-scale : 
investment of private foreign cap- | 


ital. 

“It dims the hopes of under- 
developed nations of raising their 
standards of living through pri- 
vate foreign investment. If and 
when the question comes before 
the General Assembly, it is to be 
hoped that the matter of compen- 
sation will be more judiciously 
covered.” 


Conrad, Bruce and 
sage P 
Williston to Merge 

Effective Jan. 2, J. R. Williston 
&.Co., 115 Broadway, New York 
City, members of the New York 
Stock Exchange and other ex- 
changes, will merge with Conrad, 
Bruce & Co., prominent Pacific 
Coast securities house, the new 
firm to be known as J. R. Willis- 
ton, Bruce & Co. 

Members. of the Conrad, Bruce 
organization who will become 
partners in the new firm are Fred- 
eric J. Blanchett of Seattle, Mal- 
colm C. Bruce, Frederick L. Mor- 
ris, and Edwin F. Peabody of San 
Francisco; Robert D. Cavanaugh 
of Los Angeles; Donald W. Hinton 
of Seattle, and Henry J. Zilka of 
Portland, Ore. 

On Jan. 2 also Irving P. Kahn, 
Manager of J. R. Williston’s public 
utility department will be admit- 
ted to partnership in the firm. 


Wm. C. King Joins 
Television Shares 


CHICAGO, Ill. — William C. 
King has become associated with 
Television Shares Management 
Co. and Hudson Fund Distributors, 
Inc. as representative in the 
Southeast with headquarters in 
Richmond, Va. Mr. King was 
formerly director of the securi- 
ties division of the State Corpora- 
tion Commissi6n of Virginia. 


Joins Edw. Jones Staff 


(Special to Tue Financia Curonicie) 


ST. LOUIS, Mo.—Alvin L. Bar- 
ton Jr. has joined the staff of Ed- 
ward D. Jones & Co., 300 North 
Fourth Street, members of the 
New York and Midwest Stock Ex- 
changes. 


Jacob F. Schoellkopf, Jr. 

Jacob F. Schoelixopf, Jr. passed 
away Dec. 16th at ie age of 69. 
Mr. Schoellkopf was chairman of 
the board of Schoellkopf, Hutton 
& Pomeroy, Inc., Buffalo, and of 
the Niagara Share Corporation 





Employees’ Profit-Sharing Trusts— 
Key toSolving Retirement Problems 


By GEORGE P. JOCHUM and ROBERT E. FULTON* 
United States Company of New York 


In outlining advantages of Profit-Sharing Trusts as means of 
providing for employee retirement funds, Messrs. Jochum and 
Fulton point out this system involves no long-term fixed com- 
mitment on employers, and requires no actuarial calculations. 
Indicates factors involved in choice of a formula which deter- 
mines amount of employer’s contribution and methods of vest- 
ing employee credits. Points out benefits accruing to employee 
in Retirement Plan cannot be predetermined. 


When we talk about Profii- 
Sharing Retirement Plans it makes 
me-think of the employer of 50 
years ago who would tremble with 





R. E. Fulton 


George P. Jochum 


rage if someone suggested to him 
that he share his profits with his 
employees. He would quite ve- 
hemently tell you that the salaries 
and wages paid to his employees 
were more than sufficient to live 
on and therefore it was the re- 
sponsibility of the employees to 
save- some of their earnings for 
old age. 

We have come a long way since 
that time. Now we have com- 
pulsory social security and private 
employee retirement and welfare 
plans providing ever increasing 
benefits. Today progressive man- 
agement realizes that the em- 
ployee, partly because of taxes, 
cannot financially arrange for his 
retirement. and, therefore, is 
keenly aware that the creation of 
@ Retitement Plan is good sound 
business practice. Employers have 
adopted these benefits for several 
reasons. First, and I think fore- 
most, is that the employer very 
definitely wants to telp his cm- 
“lovecs in every way possible. 
Second, he is convinced that a 
happy and satisfied employee will 
do a better job and actually have 
a.desire to helo his employer 
make more profits. And third, to- 
day the employer knows that 


without these employee benefits 

*A paper presented jointly by Messrs. 
Jochum and Fulton to the Commerce and 
Industry Association of New York, New 
York City, Dec. 9, 1952. 


he may find it difficult to hold on 
to his present employees and will 
find it equally difficult to get new 
employees. The big problem is the 
selection of the method of fi- 
nancing a Retirement Plan that 
will not prove to be a financial 
burden to the employer. 


Profit-Sharing Involves No Fixed 
Commitment 


Few businessmen today can 
forecast with confidence what 
their earnings will be next year. 
Even under normal conditions, 
profits in certain cyclical indus- 
‘ries are subject to sharp fluctua- 
‘ion from year to year. Therefore, 
while the employer would like to 
adopt as many employee benefit 
programs as possible, he cannot 
obligate himself to any fixed costs 
beyond what his profits will jus- 
tify. This uncertainty often causes 
a company to hesitate before as- 
suming the long-term commit- 
ment of a Pension Plan. However, 
the difficulty of solving its pen- 
sion problems may be greatly 
minimized through the adoption 
of a Profit-Sharing Retirement 
Plan as a source of retirement 
benefit to augment the Social Se- 
curity benefit which the employee 
will receive, and 50% of which. 
as you know, has been provided 
by the employer. Many companies 
today have both Pension Plans 
and Profit-Sharing Plans and 
many others are contemplating 
the adoption of a Profit-Sharing 
Plan in addition to their present 
Pension Plan. In most of these 
cases you will find that the ben- 
efits under their Pension Plans 
ore somewhat modest so as to 
hold down the company’s fixed 
annual commitment and the Prof- 
it-Sharing Plan is therefore a 
supplemental benefit based en- 
tirely upon the year to year earn- 
ings of the companies. Since a 
Profit-Sharing Plan involves no 
fixed contribution commitment on 


tne part of the employer and does 
not require actuarial calculations, 
it can easily be adopted so long 
as it conforrns with certain United 
States Treasury Department reg- 
ulations. 
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When I mention “employer” I 
am referring to corporations, part- 


nerships and individual proprie- 
tors. 


Now, if profits are to be used 
to finance retirement benefits, it 
is obvious that they must be ac- 
cumulated in a fund. Since we 
also take it for granted that an 
employer who establishes such a 
fund will want to avail himself of 
all possible tax advantages, he 
must meet certain United States 
Treasury Department require- 
ments for a qualified Profit-Shar-. 
ing Retirement Trust. These re- 
quirements, however, are some~ 
what similar to those for estab- 
lishing a Pension Plan. 


The Choice of a Formula 


Since a Profit Sharing Retire- 
ment Plan to be effective should 
yield reasonable benefits to em- 
ployees, one of the most important 
steps in its design is its choice of 
a. formula which will determine 
the amount of the employer’s con- 
tribution. The formula will de- 
pend primarily on the normal 


relationship between earnings and * 


payroll and on the average re- 
quirements for working capital of 
the employer’s business. For in- 
stance, if the payroll is large in 
proportion to profits, the per- 
centage of profits set aside in the 
Profit-Sharing Fund must be 
rather generous. On the other 
hand, if a business requires large 
expenditures for constant research 
or for necessary reserves, due al- 
lowance can be made for them. 
Naturally, the employer would 
prefer to retain full discretion as 
to the exact size of his contribu- 
tions to thé Plan from year to 
year. However, to qualify under 
Section 165(A) of the Internal 
Revenue Code, the Profit-Sharing 
Retirement Plan must include a 
predetermined formula for com- 
puting the profits which are to 
be contributed to. the Plan. Since 
this is a requirement of the In- 
ternal Revenue Bureau it becomes 
necessary to tailor a plan which 
will best suit the employer’s fi- 
nancial set-up. For example, if 
his total payroll for participating 
members in the Plan is, say $1,- 
000,000 and net profits before 
taxes average $500,000, he may 
want to consider contributing 20% 
of net income, which, in effect, 
would be 10% of the payroll. He 
could, if desired, contribute as 
much as 30% of the $500,000 net 
profit so long as that contribu- 
tion did not exceed 15% of the 
payroll for participating em- 
ployees in the Plan. On the other 
hand, the employer may not be as 
much concerned with the amount 
he contributes as he is in seeing 
that proper reserves are set aside 
out of earnings before any con- 
tribution is made, and I am now 
referring to reserves that are not 
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Value of Municipal Financing 
In Preserving Local Autonomy 


By DAVID M. WOOD* 


Senior Partner, Wood, King & Dawson 
Atterneys at Law, New York City 


im marketing municipal bonds 
public 


~ ata Says those engaged 


penal at eas 


play as indispensable role im 


facilities and improvements as engineers, 


architects and other construction employees. 


I suspect that if I were to say 
to you ladies that in buying and 
selling municipal bonds you are 
engaged in a business which in- 
volves con- 
siderable 
dramaand 
profoundly 
affects the so- 
cial and po- 
litieal life of 
every one of 
you, my state- 
ment would 
probably be 
greeted with a 
certain 
amount of 
skepticism, 
and, yet, I am 
going to make 
that very 
statement, and 
I hope before I am through that 
I will convince you that you are 
engaged in a business which vi- 
tally affects many rights and lib- 
erties which you take for granted. 
I hope to demonstrate to you that 
a municipal bond is more than a 
piece of paper with a big seal 
impressed upon it, having coupons 
attached which you clip from 
time to time to receive income 
upon your investment. 


Let me start with the Presi- 
dential election which was held 
throughout this country last 
month. At that election you cast 
your ballot for the candidates that 
you felt should be elected to ad- 
minister the affairs of the nation, 
the state and of your local com- 
munities. The ballot you cast was 
a secret ballot. No one but your- 
self knew how you were going to 
vote unless you disclosed your in- 
tention of you own free will. Per- 
haps it never occurred to you to 
notice that at the polling place 
there were no national policemen. 
Had you recently come to this 
country from almost any other 
country in the world, you would 
have wondered at that fact be- 
cause you had come from the 
pens booths would have been 
illed with state secret police and 
even armed soldiers. The only 
police you saw at the polling 
‘place were your local policemen 
pou resid by the town in which 
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ou reside, and they were there 
erely for the purpose of main- 
Maining order. You probably never 
igave them a second thought. You 
“Aid not feel that you were being 
®#watched by any one, nor did you 
have any fear of voting as you 
w fit. You have always felt free 

io do as you pleased. You feel this 
way because you have never ex- 
rienced surveillance by ~ the 
. You can engage in any 
business you please without ob- 
the consent of some 
ibureaucrat at the national capitol, 
you can travel all over the 
‘country without being required to 
lregister with the police of every 
‘town at which you stay overnight. 
ira take all of these freedoms for 








nted. But those of you who 

ve traveled abroad realize that 
‘they simply do not exist in most 
feountries throughout the world. 


| The Background 


* But you may say, admitting all 
this is true, what has municipal 
‘eee 


| *An address by Mr. Weed at a meet- 
ine. of the Municipal Bon Women’s Club 


f New York, N. Cin, ‘Dee. 11, 1952. 


financing got to do with it? In 
order to answer that question it 
is necessary for us to give con- 
sideration to how these freedoms 
came to exist in this country. In 
the Declaration of Independence 
Thomas Jefferson stated what he 
conceived to be the rights of free 
men and said they were self-evi- 
dent. Men never regard anything 
as self-evident, however, until 
they have believed it so long they 
have forgotten its origin, and, 
therefore, to explain to you how 
these rights and liberties came to 
be, it is necessary to go back to 
Europe and the Middle Ages. 
After the fall of the Roman Em- 
pire a long period of anarchy en- 
sued which we call now the Dark 
Ages. During that period the or- 
dinary man had no rights and 
liberties. He was the creature of 
an overlord. Then, after some 
centuries, commerce began to re- 
vive and as a result of this com- 
merce artisans and merchants 
began to congregate in towns. 
Wealth accumulated in these 
towns and the king and the over- 
lords, who were usually hard 
pressed for cash, began to solicit 
loans from these townspeople. 
They traded their cash in return 
for grants of rights and liberties, 
and as time went on they pur- 
chased more and more freedoms 
from the king and the overlord 
until many of the towns became 
practically autonomous and were 
in a position to defy both the king 
and the overlord. The men in 
these towns considered themselves 
free men, and not the bondsmen 
of any noble. It became a recog- 
nized principle of the law of the 
land that if a bondsman escaped 
from his overlord and remained in 
a town unclaimed for a year and 
a day, he became a free man, and 
there was a popular saying in 
those days that the air of the 
town made men free. Historians 
recognize the fact that the ideas 
of freedom and citizenship, which 
are current among us, began in 
these towns and that they were 
civic notions long before they be- 
came national ideas. In these few 
words I have compressed some 
centuries of history, and I should, 
perhaps, point out that there was 
no steady rise in the position of 
the inhabitants of these towns. 
They suffered many defeats in 
their struggle for human freedom, 
and I think that I should also 
point out to you that the struggle 
for freedom was a struggle of the 
individual against the state. In 
every age and in every country in 
their struggle for freedOm, the 
people have always found that 
their enemy was the state. 
The early colonists who came 
from Great Britain to this country 
t these ideas of personal 
liberty along with them. The first 
governments which they set up 
were local governments, and when 
in time they found it necessary 
to set up state governments, they 
were very careful to impose lim- 
itations upon these governments 
so that they would not become the 
threat to their liberties which the 
state had been in their homelands. 
They did not confer upon the 
states which they organized = vast 
amount of powers and a huge 


bureaucracy to exercise those 
powers. They were far too smart 
for that. The states which they 


set up were required to function 
through the local governments. 
The taxes for the support of the 
state, for instance, were not levied 
and collected by the state but, 
ratner, by the local political or- 
ganizations based upon assessed 
valuations made by the local com- 
munities. No state police was 
provided for. Local police en- 
forced the laws of the state and 
defendants were tried, not in state 
courts, but in local courts before 
judges elected by the people of 
the community, and by a jury 
composed of citizens of the lo- 
cality. This, in essence, is the 
way in which our state govern- 
ments are set ‘up to this day: If 
you were to abolish the munici- 
palities the state governments 
could not even function. 

When they organized the United 
States under the Federal Consti- 
tution they granted to the Na- 
tional Government only certain 
limited powers and imposed a 
great variety of restrictions upon 
the exercise of those limited 
powers. 

From the earliest colonial times, 
therefore, the people in this coun- 
try have kept alive the notion of 
local government, and have in- 
sisted upon preserving the auton- 
omy of their local governments. 
They have never been willing to 
supordinate them either to the 
states or to the Federal Govern- 
ment. They have done so because 
of centuries of experience with 
oppression and attempts at op- 
pression on the part of the state. 
In tne long struggle for freedom 
against the oppression of the state, 
which is simply another name for 
the bureaucracy which exercises 
the powers of state, the people 
have always found that their 
greatest shield has been their 
local governments. It was in their 
local governments that they found 
an organization which could suc- 
cessfully oppose the state. In such 
a contest the individual is help- 
less. Citizens must be organized 
in order to oppose the state, and 
the local municipality provides 
them with a ready-made organi- 
zation which they can utilize to 
withstand the encroachments of 
the bureaucracy. 


Purposes of Municipal 
Organizations 

In this country the municipali- 
ties have set up organizations for 
the purpose of advancing the in- 
terests of their inhabitants. In 
practically every state there is a 
league of municipalities, and the 
United States Conference of 
Mayors is organized on a nation- 
wide basis, for the purpose of pro- 
tecting the interests of the mu- 
nicipalities and of their inhabi- 
tants against encroachments by 
the states, or by the National Gov- 
ernment. These agencies have 
been most effective in opposing 
attempts by the state or national 
bureaucracies to impair the rights 
of the citizens of the municipali- 
ties. While many other organiza- 
tions have been very effective in 
protecting the rights of individ- 
uals against encroachments by the 
bureaucracy, it has been my ex- 
perience that the most effective 
defenders of the rights and privi- 
leges of the citizens against such 
encroachments have been the 
municipalities and these state and 
nationwide organizations which 
they have set up. 

It is evident, therefore, that the 
existence of virile and autono- 


mous municipalities in any nation 
constitutes an effective check 
agains: the totalitarian tendencies 
of the bureaucracy. Every totali- 
tarian recognizes that fact. One 
of the first things Hitler did, for 
instance, was to destroy the 
autonomy of the local govern- 
ments in Germany and the last 
thing the Communists in Russia 
would permit is the organization 
of autonomous local governments 
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C eat Breviti 


The annual report of Plastic 
Wire & Cable Cempany for the 
fiscal year ended Sept. 27, 1952 
shows net sales of $9,400,000 after 
a $350,000 allowance for price 
redetermination against $6,060,000 
a year earlier. Net before taxes in 
the 1952 fiseal year amounted to 
$1,370,000 and after taxes to $414,- 
000, beth before renegotiation. In 
1951 the equivalent figure ee 
taxes was $270,000, or $ 2.7 
share. Net per share for the 3 
year was equal to $2.81 per foes 
on the increased number of shares. 
At the year-end the book value 
per share was equal to $11.81, 
compared to $5.81 two years earl- 
ier. The company is presently 
adding a new building of about 
25,000 square feet to provide space 
for new compounding equipment 
and other production equipment 
at a cost of about $160,000. 


In a letter to stockholders, Gen- 
eral Dynamics Cerp., estimated 
consolidated earnings for the cur- 
rent year at over $5.00 a share, 
compared to $4.53 in 1951 on a 
smaller number of shares. Con- 
solidated net sales are estimated 
at a record level of over $110,000,- 
000 for the year. The backlog at 
Oct. 31 was about $385,000,000. A 
substantial increase in sales is ex- 
pected in 1953 when output of 
military aircraft by the Canadian 
subsidiary, Canadair, is scheduled 
to be increased. 


The name of Hendey Machine 
Company has been changed to 
Hendey Corporation. On Nov. 24 
stockholders ‘authorized dissolu- 
tion of the new company. The ini- 
tial steps included calling the 
Class A Preferred on Oct. 31 at 
$25 a share and accrued dividends, 
and a partial liquidating dividend 
of about $8.00 a share to holders 
of the Class B Common. 


American Thermos Bottle Com- 
pany has announced its acquisition 
of a controlling interest in Plas- 
tene Corporation of Crawfords- 
ville, Indiana, through purchase 
of 60% of the Common stock, 
Plastene’s major products include 
plastic tile and other products for 
bathrooms and kitchens. 


At a hearing before the Con- 
necticut Public Utilities Commis- 
sion on Dec. 4 The Connecticut 
Light & Power Company re- 
quested permission to acquire all 
of the Common stock of Clinton 
Electric Light & Power Company 
through an exchange of six and 
one-half shares of the Common 
stock of the former for each of the 
5,000 outstanding shares of the 
latter. Clinton Electric, which 
serves about 3,500 customers in an 
area including Clinton and Madi- 
son, would be operated as a sub- 
sidiary. 

cd + 

On Dec. 8 The Ansonia Wire & 
Cable Company filed a registra- 
tion statement with the SEC cov- 
ering a proposed issue of 100,000 
shares of Common stock. The pro- 
ceeds, together with loans, are to 
be used to purchase the Ansonia 
Electrical Division of Noma Elec- 
tric Corp. 


The Hartford Electric Light 
Company has obtained permission 


from the Connecticut Public Utili- 
ties Commission to place privately 
an issue of $15,000,000 Debentures, 
due Sept. 1, 1977. The proceeds 
are to be used in connection with 
the construction program through 
1954 which includes a new gener- 
ating station under construction 
in Middletown. 
3 


Yale & Towne Manufacturing 

Se eee, has purchased a tract of 

in Lenoir City, Tenn., on 

niet it proposes to build a-plant 

to manufacture locks. 
% & * 

On Nov. 25 Stanley M. Ford was 
elected president of Silex Com- 
pany. It was also announced that 
negotiations are under way re- 
garding a merger of the company 
with Chicago Electric Manufac- 
turing Company, of which Mr. 
Ford is also President. 


J. P. Morgan & Go. 
Announces Promotions 


Henry C. Alexander, President of 
J. P. Morgan & Co. Incorpo: 
has announced that the Board 
Directors have promoted the fol- 
lowing officers to be Vice-Presi- 
dents: Robert P. Howe, and Wil- 
liam G. Stott. 

Both Mr. Howe and Mr. Stott 
have been with the bank since 
they were graduated from 
Mr. Howe from Harvard in 1 
and Mr. Stott from Tufts in 1935. 
Mr. Howe has specialized in pa 
porate Trust matters and Mr. Stot# 

m statistical and financial analysis. 


Mr. Alexander also announced 
that Watson B. Dickerman has 
been advanced to the rank of As- 
sistant Vice-President, and that 
Messrs. Asa B. Davis and Robert 
K. de Veer have been appointed 
Assistant Secretaries. 


FREDERICK J. KLINGLER 
January 22, 1859-Nevember 26, 1962 
A Reader and Subscriber te 

The “Chronicle” for Over 
Sixty Years 


Frederick J. Klingler passed away 
on Nov. 28, 1952, from shock and 
injuries as a result of a fall suf- 
fered at his residence, “Ivycrest,” 
— Mapleton Avenue, Boulder, 

oO. 

Mr. Klingler, 93 years of age, 
retired from business several years 
ago, and was Mayor of the Uni- 
versity town of Boulder, Colo., 
in 1917. 

Mr. Klingler’s physical vigor and 
mental alertness in spite of his 
advanced age was always a source 
of inspiration to his friends and 
associates. Mr. Klingler prided 
himself on the fact that he had 
been a reader and subscriber of 
The “Chronicle” for over 60 years. 

An exemplar of the highest 
ideals and a humanitarian, Mr. 
Klingler’s interest in world, na- 
tional and local affairs, covering a 
wide range of political, religious 
one social problems was remark- 
able. 

Mr. Klingler is survived by his 
son’s widow, Ruth, of Atlanta, Ga., 
and two grandchildren, and by his 
daughter Marion, wife of Harlow 
Case Platts of Boulder and three 
grandsons. 
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Developments 
And the Gold Standard 


By FREDERICK G. SHULL* 


Connecticut State Chairman, Gold Standard League 


Party to do 

something. 
constructive 

toward re- . 
turning this — 
mation to a 

sound - money 
basis. After 
2 years of 
operating with 
an “irredeemable”’ paper-money 
in this country, the party comping 
into power on Jan. 20, next, is 

pledged to return our currency 
to “a dollar on a fully conver- 
tible gold basis”—-which can only 
mean a return to the Gold Stand- 


Why Is a Gold Standard Nec- 
essary?—A nation’s currency func- 
tions as a yardstick-of-value,.for 
measuring the relative values of 
commodities in general; such a 
unit of measure is as necessary 
as is the 36-inch yardstick or the 
pound avoirdupois; and once the 
value of the dollar has been offi- 
cially set in terms of a definite 
weight of gold, it can no more 
be changed, properly, than one 
could change the length of the 
36-inch yardstick or the number 
of grains in a pound of avoir- 
dupois. 

Just What Is Meant by the Gold 
Standard?—It means the firm fix- 
ing of the “value” of the dollar, 
so far as the United States is 
eoncerned, in terms of a definite 
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- weight of gold—which is known 
' as “fixity-of-value”; and it must 


also include according to all 
holders of paper-money, er ether 
teken money, the privilege of 
exchanging that paper-money for 
gold at the face value of the cur- 
rency—which privilege is known 


_ a& “vedeemability,.on demand.”’: - 


Poker Illustration of the Geld. 
Standard — In poker, befere the 
game can start, the chips are: 
given fixed values; and through-- 





out’ that. pape: Jive chips are Tre-> 
deemable, on demand, at 


“founding of this nation in 1789, 
- instituted paper-money _ backed 


with specie—either gold or silver, 
or both; and from 1837 until 1933 
we were consistently on the gold 
standard. Throughout those 96- 


_ years the dollar never deviated 


from a “value” of $20.67 a fine 
ounce of gold; and, other than for 
a few years at the Civil War 
period and, similarly, during 
World War I, 
was redeemable in gold, on de- 
mand, at its fixed value. 


Dees Expert Opinien Favor the 
Geld Standard?—yYes, it has had 
strong approval by the world’s 
leading monetary experts. Adam 
Smith, in his authoritative 
“Wealth of Nations,” first pub- 
lished in 1776 and many times 
since, makes this significant 
statement: ‘The raising of the 
denomination of the coin has been 
the most usual expedient by 
which a real public bankruptcy 
has been disguised under the ap- 
pearance of a pretended pay- 
ment.” 

Then, 100 years later, Dr. 
Andrew D. White, in his mone- 
tary masterpiece “Fiat Money 
Inflation in France,” referring to 
the sad experienee of France with 
irredeemable paper-money, al- 
ready mentioned earlier, sums 
up s views in these words: 
“Every other attempt of the same 
kind in human history, under 
whatever circumstances, has 
reached. similar results in kind if 
not in degree. All of them show 
the existence of financial laws 
as real in their operation as those 
which hold the planets in their 
courses.” 

And, finally, a group of out- 


ee oe no more im- 
anor Maes field _ of 
| tn are techniques Aad that the 
world as a whole should achieve 
a sound and scientific monetary 
s ‘Bot there can be little 


hap- to 1/35th of an ounce of gold. 


withstanding that 
debauched value, our Government | 


(2) And, not 


refused to redeem its. paper- 
money, on demand, even at that 


~ debauched value — as great a 
Milferd, Piece of dishonesty, along with 
the “devaluation, ever # 


” as has 


our paper-money 
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been inflicted on the ‘people of 
this nation. 

‘How Did This Penalize the Peo- 
ple?—It is ‘very easy to under- 
stand: In°1934 the. people owned 
dollar-assets, all payable in defi- 
nite numbers of dollars regard- 


; Jess. of the “value” of the dollar, 


aggregating about $125 billion— 


c! seater up of - government ~ bonds 
~ fepresented bythe national. debt, 


bank deposits of all kinds, and 
life insurance benefits already 
paid for with the higher-value 
dollars. Thus the 41% “devalua- 
tion” of the dollar robbed the 
people of more than $50 billion of 
the real value of their dollar 
savings. The people’s accumu- 
lated dollar-assets; today, of the 
three types mentioned,. aggregate 
more than $500 billion; and as 
little as a 12%% “devaluation” of 
the dollar, which would -result 
if the official price of gold were 
to be raised to $40 an ounce, 
would deprive the people of more 
than $60 billion of the real value 
of those dollar-savings. 


How Can the People Prevent 
Such a Catastrophe?—They can do 
this: The incoming ce otra 
Administration is committed 
its 1952 platform, to return to 
“a dollar on a fully convertible 
gold basis.” We, re, can 
write our Senators and ‘Repre- 
sentatives and demand that 
prompt action be taken to get the 
dollar back on ‘the firm founda- 
tion of the Gold Standard; em- 
phasize that there must be no 
further “devaluation” of the dol- 
lar; and closely follow ‘the activi- 
ties of the new Congress ‘to see 
to it that this campaign-commit- 
ment be. carried ‘out without 
delay. 

Why Is Such Publie Action So 
Necessary? — It is necessary be- 
cause a strong lobby of gold pro- 
ducers, with headquarters in 
Washington, D. C., is using every 
effort to get our political leaders 
to establish, by Congressional ac- 
tion, a higher official price for 
gold—urging prices all the way 
from $52.50 to as high as $80 an 
ounce. Let’s assume that these 
selfish interests were to be suc- 
cessful in getting the official price 
raised to $70 an ounce, for ex- 
ample. That would reduce the real 
value of the dollar by exactly 50% 
—for the dollar would then be 
worth only 1/70th, imstead of 
1/35th, of an ounce of gold; and 
that would rob the people of one- 
half of the real value of their 


current dollar-assets— a robbery 
of upward of $250 billion. Only an 
enlightened and aroused public 
opinion can combat this threat to 


> our economy—making sure that it 
: shall not be allowed-to happen. 


Have -We Enough Gold te Sup- 
pert a True Gold Standard?—It is 
the firm conviction of this~ ig 
try’s outstanding monetary 
pert, Dr. Walter. E. Spahr. -Pro- 
fessor of Economics at New York 
University, and- Executive Vice- 
President. of the Economists’ Na- 
tional Committee -on Monetary 
Policy, whose. membership _ is 


made up of more than 70 leading. 


economists from coast to coast 
—that we have an ample supply 
of gold. Dr. Spahr has publicly 
pointed out, repeatedly, that the 
present ratio of our gold te dol- 
lars that could draw on that gold 
is much larger than has been true 
at other more-critical periods of 
our histery—perhaps double the 
gold ratio of those periods; and 
that we have been able to make 
the gold standard function satis- 


adverse conditions. And I might 
add that Yale’s Professor Fred R. 
Fairchild, addressing the New 
Haven Rotary Club last month, 
strongly supported the view that 
the U. S. has an ample supply 
of gold and should promptly re- 
turn to a true gold standard. We 
have about $23 billion in gold, 
which is, roughly, 23,000 tons 
avoirdupois; and that happens to 
be on the order of one-half of 
all the gold the world has pro- 
duced throughout the past 460- 
years. Any alleged lack of gold, 
therefore, cannot properly sup- 
port the claim that we haveri’t 
enough to safely go back on: the 
gold standard. 

‘What Are the Functions of Gold? 
—Gold is not just a commodity 
like the other common metals— 
gold, in addition to being a com- 
modity used in the arts for 
jewelry and other commercial 
applications, performs other im- 
portant functions, as follows: 


(1) Gold is a Standard-of- 
Value. 

(2) It is a Medium-Of-Ex- 
change, and 

(3) It is a Store- Of-Wealth. 


These three functions far tran- 
scend in importance the use of 
gold as a commodity in commerce. 
It becomes evident, therefore, 
that once the “value” of a nation’s 
currency has been established in 
terms of a definite weight of gold, 
the value of that currency can no 
more be changed, properly, than 
ene could change any other unit 
of measure. Thus it is seen that 
the official price of gold, once 
set for a currency, cannot be 
changed. To reach any other con- 
clusion would be to say that there 
ean be no such thing as a “stand- 


ard-of-value.” Under such a con- 
clusion the gold standard, which 
has played so important a part 
in the economic welfare of this 
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nation, and of the world,.would 
paar ees, have vanished into thin 
air. ; 


Has . Legislation by Congress 
Been Propesed?—Yes, each Janu- 
ary for the &, Rest few years, Con- 
gressman Reed (New York) has 
introduced his gold-standard bill, 
known as the Reed Bill. On each 
such occasion the bill. has been 
promptly pigeonholed, and 
nothing further heard of it. That 
bill calls for the firm. fixing of 
the “value” of the dollar at $35 
a. fine ounce of gold, and for 
restoration of the . priv- 
ilege of on de- 
mand, at that p< That 
same bill, revised only as to 
identification - number, was in- 
troduced in Congress in J ; 
1952, as the Reed Bill, H.R. 6470, 


rienced the same fate as 
faetorily under those peers er f= 0 gto, 


its predecessors; and it is likely 
‘to be intreduced 1 when, the 
new Congress assembles in Janu- 








ary, 1953. This time, however, 
there r to be a good 
chance of favorable 


gressional n; for the incom- 
ing Republican Administration 
has pledged, in its platform, to 


see that such legislation . be 
enacted. It is up to the public, 
however, if they have any interest 


in preserving the. real value of 
their billions .of dollar-sa 
to see that this legislation, or 
something comparable, be enacted 
and made the law. of the land. 
What. Purpose: Are ‘We: Trying 
te Promote?—Our purpose is to 
try to make clear that the ques- 
tion of the gold-value .of the 
American .dollar is .everybody’s 
business; that strong .organiza- 
tions, such as the Rotary Club, 
can be most helpful in -bringing 
about a return to. sound-money; 
and to urge our influence in get- 
ting your brother-organizations 
to, likewise, interest themselves 
in this most worthy cause. 


Bondwomen’s Lunch 


The Municipal Bondwomen’s 
Club of New York will hold their 
Fifth Annual Christmas Luncheon 
on Thursday, December 18th at 
12:30 p.m. Bankers Club, 120 
Broadway. 


With Hamilton Mge’ment 
(Special to Tus Financrat Curonicie) 
DENVER, Colo.—Helen J. Guely 
is now with Hamilton Manage- 
ment Corporation, 445 Grant 
Street. 


Joins Inv. Service 
(Special to Tue Frnanciat Curoniciz) 
DENVER, Colo. — Nesbit A. 
Rochester is with Investment 
Service Corporation, 444 Sherman 
Street. 


This announcement is neither an-offer to sell nor 


a solicitation of- an- offer to. buy - securities. 
offering. is made only by «the Offering. Circular. 
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Mortgage Finance in 1953 


By MILES L. COLEAN* 


Consultant on Construction and Mortgage Finance 
Washington, D. C. 


Forecasting continued good demand for mortgage loans and 
larger supply of funds with which to make them, Mr. Colean 
finds, however, private demand for borrowed funds in 1953 will 
not be in excess of 1952. Sees greater demand for mortgages 
as investments from insurance and savings institutions. Holds 
interest rates are not likely to rise above present levels. Pleads 
for broader mortgage loan powers of savings institutions. 


A continued good demand for 
mortgage loans and a larger sup- 
ply of money with which to make 
them: that, in brief, is the way- 
the outlook 
for mortgage 
business in 
1953 shapes 
up to me. 

There is a 
widespread 
occupational 
disease among 
economic 
forecasters. 
In medical 
language, this 
disease is 
known as 
Projectio 
praesentis, or 
the tendency 
to project the 
present into the future. Things 
are good now; they have been for 
the last six months; therefore they 
will probably be good for another 
six months. My forecast may ap- 
pear to show symptoms of that 
malady. In defense, I can only 
offer the reasons why I think it is 
a good one. In addition, I want 
also to give some reasons why I 
believe that, while next year’s 
business will continue to be good, 
it will be somewhat different 
from this year’s business. 

The two most outstanding fea- 
tures of current mortgage activity 
have been, first, the continued 
high demand for residential mort- 
gage money in spite of credit re- 
strictions, rising interest rates, 
and the decline in the availability 
of funds for government-insured 
and -guaranteed loans; and, sec- 
ond, the large volume of money 
that has been in the market de- 
spite a generally tight situation 
and the unattractiveness of FHA 
and VA loans. 


Even looking at the FHA and 
VA portions, it is remarkable how 
well they have fared under pres- 
ent conditions. The total dollar 
volume of VA home loans closed 
for the first nine months of this 
year is about three-quarters of 
that in the same period of 1951, 
, the peak year of VA activity: 

fHA home loan activity is run- 
ming at about 90% of 1951 vol- 
ume, and about 75% of 1950, 
which was FHA’s peak year. On 
the face of it, this does not exactly 
look like a famine. 


There are, however, other 
aspects to the situation. So far 
in 1952, the FHA and VA activity 
combined, despite $345 million 
Solstering by FNMA, have ac- 
counted for only 25% of total 
home mortgages compared with 
35% in the same period in 1951 
and 32% in the same period in 
1950. In the first nine months of 
1952, life insurance companies 
have done only about one-third 
of the VA business and a little 
over three-fourths of the FHA 
business they did in 1951. Con- 
_ventional mortgage lending, on 
_ the other hand, has steadily in- 
creased during these confusing 
years, apparently little affected, 
so far as volume is concerned, by 
. Sovernmental policy or regulation. 
The main and only important 
. impact of mortgage credit regula- 

tion and change in monetary pol- 
' icy has been on the part of the 
market depending on VA and, to 


*An address by Mr. Colean bef the 
Siv-th wo ats y Tecra 7 3 of the National 
Association of Mu Ban 
York City, Dec. 8, 152. bene 
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a lesser extent, FHA funds from 
life insurance companies. This 
has caused some serious distor- 
tions in certain parts of the coun- 
try, but on the whole the market 
has shown surprising vitality. 
Only a few years ago it would 
have been thought impossible 
either to support so large a de- 
mand or to supply so large a vol- 
ume of money with so little de- 
pendence on the Federal systems. 


A Continued Strong Housing 
Market 

The greatest significance of this 
situation to me is the evidence 
at it gives of a continued strong 
acusing market. The people who 
bought houses in 1952, by and 
large, paid a higher price for 
their houses, laid down a higher 
first payment and accepted stiffer 
mortgage terms than those who 
had bought houses in the previous 
postwar years. As the year draws 
near its close there is no indica- 
tion that the vigor of the market 
is lessening. 

Despite the fact that the num- 
ber of marriages to be expected 
n 1953 will be less than the num- 
ber in any year for nearly 20 
years, other forces will keep de- 
mand high. Vacancies of habitable 
wellings still are not over 2% 
in rost communities, and one and 
a quarter million nonfarm fam- 
ilies are still living with others. 
Employment is good and incomes 
are high—providing a generator 
for demand probably at least as 
important as the creation of new 
families. The birth rate is in- 
creasing, particularly of second, 
third, and even fourth children, 
forcing many families into the 
housing market for a second time 
in a decade. A high rate of in- 
ternal migration makes its con- 
siderable contribution to demand. 
Taking all factors into account. 
ew observers are estimating that 
‘ess than 900,000 new dwelling 
units will be started in 1953 and 
many will forecast as much as 
the million-odd to be commenced 


‘in, 1952. 


The same factors that will make 
for a large volume of new house- 
building in 1953 will support a 
strong market for existing hous- 
ing and for alteration and repair 
work. All in all, the demand in 
1953 will need about the same 
amount of mortgage financing as 
it did in 1952. 


Enlarged Commercial Building 
Mertgage Borrowing 

Another important source of 
demand for mortgage financing in 
1953 will come from commercial 
building — that is, stores, office 
and loft buildings, warehouses, 
garages, restaurants—as well as 
hotels and buildings for recreation 
and amusement. This whole sec- 
tor of demand has now for over 
two years been severely restricted 
by both controls on credit and 
controls on the use of materials. 
Recreational building, most se- 
verely hit of any of the types 
mentioned, has been reduced for 
the first 10 months .of this year 
to half of what it was in the 
Same period in its peak year of 
1950; while commercial building 
as a whole has fallen over 25% 
from its postwar peak in 1951. 

Yet the underlying demand for 
new commercial buildings is un- 
doubtedly great. Outside of New 
York, Pittsburgh, Houston and a 
few other places, only a small 
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Philip M. McKenna Says U.S. Can 
Return to Gold Standard Alone 


In open letter to Congressman Wolcott, the National Chairman 
of Gold Standard League contends a conference of ex-gold 
standard nations would turn merely into a “beggars’ holiday. 


number of new office buildings 
have been built—not only during 
the postwar years but since the 
fade-out of the boom of the 1920s. 
Chicago, for example, will in 1953 
have its first new office building 
since the beginning of the Great 
Depression. Outside of Florida, 
there have only been a few hotels 
of importance built during the 
same interval. Yet today every 
office building and hotel built in 
the 1920s or earlier: is obsolete 
in many respects... Even where 
financing is not required for new 
structures, a large. supply. of 
funds will be needed for mod- 
ernizing lighting systems and ele- 
vators and installing air condi- 
tioning. The same situation exists 
in respect to warehouses. and’ loft 
buildings. 

A significant demand for funds 
will come from the new departure 
in shopping center development 
—the integrated regional shop- 
ping center, which literally is a 
reproduction of Main Street’s fa- 
cilities in an environment adapted 
to modern traffic. These centers 
are usually focused on one or 
more major department stores and 
provide facilities for both com- 
peting and supplemental lines to 
the focal stores. Restaurants, rest 
and nursery facilities are pro- 
vided. Ample parking space is a 
rain feature with special. provi- 


sion for handling purehases so as: 


to avoid carrying for: long ’,dis- 
tanees to parked automobiles.’ In- 
vestment in such enterprises will 
range from about $1.5 million up- 
ward of $25 million depending or. 
the area served. “ee ' 


Although a number. of. projects 
of this sort were compléted or 
under way prior to the establish- 
ment of materials controls in 
1950—notably the large center at 
Framingham, Massachusetts, the 
Crenshaw Center in Los Angeles, 
the Stoneston Center in San Fran- 
cisco—the movement had hardly 
got under way. At the present 
time a large number of projects 
are in the planning stage and sev- 
eral of these have managed to get 
ahead with construction. But this 
is only the beginning. Regional 
shopping centers are bound to fig- 
ure prominently in mortgage ac- 
tivity next year and the years 
following. 

These centers are, of course, to 
be distinguished from the neigh- 
borhood-convenience type of shop- 
ping center. While a considerable 
number of these have been built 
in connection with the vast ex- 
pansion of subdivision develop- 
ment since the war, there is. still 
considerable demand, especially 
after the two years of NPA’s 


slowdown. Recreational. Building: 


is certain also to provide demand 
for mortgage funds as soon as the 
present severe restrictions are 
lifted. 

In addition to commercial build- 
ing, farm loans are likely to.show 
a slight increase. Public -utilities, 
which still have impressive ex- 
pansion programs ahead, will’ be 
in the finance market to about the 
same extent as this year. 


The one area of private con- 
struction where demand in 1953 
seems likely to be below that of 
1952 is in industrial building. Not 
only is some actual decline in 
the volume of this kind of build- 
ing to be expected, but—more im- 
portant from the lending institu- 
tion’s point of view— industry will, 
because of accumulation of de- 
preciation reserves, be in a posi- 
tion to finance further expansion 
with less recourse to borrowing. 


The reason for this is that now 
accumulating depreciation re- 
serves will in the years just ahead 
provide an unusually large reser- 
voir of funds. These reserves are 
attributable to the rapidly increas- 
ing accumulations both from the 
accelerated tax amortization 
agreements where these have been 
granted, and from normal depre- 
ciation reserves of a vastly ex- 
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“that no conference ef ex-gold 





Jesse P. Wolcott 


Philip McKenna, organizer and 
National Chairman of the Gold 
Standard League, and President of 
Kennametal, Inc., Latrobe, Pa., 
has furnished the “Chronicle” 
with the text of his open letter to 
Congressman Jesse P. Wolcott of 
Michigan, the prospective Chair- 
man of the House Banking and 

i ECoiamittée, urging the 
United States return to the gold 
“alone,” and. asserting 


Philip M. McKenna 


‘standard. nations is~required for 


‘he’ purpdse. Such a conference, 


~ wet. McKenna pointed out. “would 


turn into a beggars’ holiday” 


The_text:\ of Mr. MeKenna’s let- 
ter to Congressman Wolcott fol- 
lows: ' . 


Dear Congressman Wolcott: 

You are quoted in newspapers 
for Dec. 1, 1952 as saying: “I’m 
in favor of the U. S. going back 
on the gold standard but not 
alone.” Also it was indicated that 
you would like a world conference 
called at which all former gold 
standard countries would work 
out how to return to currency re- 
deemable in gold. 

Let me take this opportunity to 
say how pleased I am to know 
that you favor return to the gold 
standard. Your committee has a 
tremendous responsibility in the 
coming session of Congress and it 
is heartening to read of your sup- 
port of sound American princi- 
ples. 


You ave in a position to help 
end the monster state and the 
irredeemable currency it feeds 
upon.. You are aware that irre- 
cdeemable paper money, that is 
money redeemable in nothing but 
more of itself, is a fatal disease 
with a record of one hundred per- 
cent mortality unless halted in 
time by radical surgery. It has al- 
ready cost the people control of 
government. It has enabled the 
government to convert its own 
cebt into “money” and thereby to 
fill its own purse. It is the stuff 
upon which the self-exalting ex- 
ecutive principle of government 
feeds. It is morally devastating 
and corrupts men by cumulative 
temptation. It hurts everybody— 
the rich, the poor and the de- 
pendent. For your decision to 
help end this blight upon our 
courtry we salute you. 


But why, Congressman Wolcott, 
do you fear our returning to sound 
money before other countries re- 
turn? It is absurd to say that we 
will not stop taking dope until 
our neighbor stops also. What 
nation or group of nations could 
present dollar claims that would 
exhaust our gold reserves? There 
are approximately $7 billion 
of foreign deposits in America to- 
day while we have over $23 bil- 
lion of gold in our treasury now. 

Under our present laws those 
$7 billion of foreign deposits can 
be converted into gold at once. 
But, the gold would have to come 
right back unless they wished to 
suspend trade with America. It is 


more likely that foreign. citizens 
will increase their bank deposits 
here when Americans regain a 
tamper-proof goid-redeemable 
dollar. For all practical purposes 
we are on the gold standard in- 
ternationally now. Only’ Ameri- 
can citizens are denied the right 

.. the freedom to demand gold. 

Only ten days ago 2,000 Amer- 
ican executives, whose sole octu- 
pation is foreign trade, ymani- 
mously recommended re-adoption 
of a zold convertible dollar de- 
claring that “Dollar-gold con- 
vertibility would be the greatest 
contribution the United States 
could make to the re-establish- 
ment of multilateral trade.” Those 
men would not be apt to recom- 
mend a course of action that 
would be detrimental to their own 
interests. And, as you know, your 
own State of Michigan has a large 
stake in foreign trade. 

We sincerely believe that a 
world conference of ex-gold 


‘standard nations to’study ways 


and means‘to return to gold would 
turn into a beggars’ holiday. “On 
the record it. would seem that we 
have. been on. the losing end of 
international conferences. First 
would come requests to loan them 
gold for, their’ reserves. Next 
would come demands for us to 
cevalue the dollar. And then we 
really would be in trouble. Noth- 
ing would please foreign gold 
mining and financial interests 
rmore than a conference wherein 
they could press their propaganda 
for the U. S. to devalue the dol- 
lar. Our fellow nations seem to 
care little that devaluation of the 
dollar would mean more inflation 
for the U. S. 

When foreign nations stop def- 
icit spending and live within their 
income, they can return to the 
gold standard with ease. When 
this nation returned to the gold 
standard in 1879 we had to bor- 
row gold abroad to secure suffi- 
cient reserves and we had to 
demonstrate that we had a bal- 
anced budget and were through 
tampering with our money sys- 
tem. Let each country do the 
same and no conference will be 
needed. , 

We can resume without devalu- 
ation and without delaye:No-ether 
legislation is more, important. to 
the well being and ; safety, of 
America. es 

Sincerely yours, MS oe 

PHILIP M. MeKENNA 
National Chairman 
The Gold Standard. League 
One Lioyé Avenue, Pe ey 
Latrobe. Pa. 
Dec. 3, 1952. ; 


Tucker, Anthony Adds 
E. M. Corley to Staff 


Tucker, Anthony & Co., 120 
Broadway, New York Citv. mem- 
bers of New York Stock Exchange, 
announce that Edward M. Corley 
has become associated with their 
firm in the corporate bond trading 
department. 


With E. D. Andrews 


(Special to THe Fruvanciat Ctonjctie) 
IPSWICH, Mass.—Rufus L. Se- 
wall will shortly join the staff of 
Edgar D. Andrews & Co., 2 Cen- 
tral Street. 


Inv. Service Assoc. 


HUNTINGTON, N. Y.—The firm 
name of Nassau-Suffolk FIF Sales 
Company. 304 West Main Street, 
has been changed to Investment 
Service Associates. 
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NEWS ABOUT BANKS 


CONSOLIDATIONS 
NEW BRANCHES 
NEW OFFICERS, ETC. 


CAPITALIZATIONS 


AND BANKERS 





Geoffrey V. Azoy, ‘Charles E. 
Hayward, Jr., and Arthur S. Sher- 
win have been elected Vice-Presi- 
dents of Chemical Bank & Trust 









Geoffrey V. Azoy &. «. isaywa.u, v.. 


Arthur S. Sher win 


Company ef New York, it was an- 
nounced on Dec. 13 by N. Baxter 
Jackson, Chairman. Mr. Azoy, a 
graduate of Princeton University 
has been with Chemical Bank 
since 1930, and as Assistant Vice- 
Yresider.t since 1949. He is a 
member of the bank’s Metropoli- 
tan Division at 30 Broad Street. 
Mr. Hayward, a graduate of Yale, 
has been with Chemical Bank 
since 1945, as Assistant Vice- 
President since 1949. He is a 
member of the bank’s National 
Division with headquarters at 165 
Broadway. Mr. Sherwin, an 
alumnus of the University of Chi- 
cago and New York University, 
began with Chemical Bank’s 
Credit Department in 1929. In 
1948 he was elected Assistant 
Vice-President. He is the senior 
Credit Officer in the bank’s In- 
ternational Division. 
% x % 

Irving Trust Company of New 
York announced on Dec. 11 the 
promotion of seven members of its 
trust and investment staff. Mor- 
gan S. MacDonald and Edward J. 
Veitch, formerly Assistant Vice- 
Presidents, were named Vice- 
Presidents. Mr. MacDonald has 
specialized in personal trust work 
since he joined the Company in 
1929. Mr. Veitch came to Irving 
in 1936 after several years in the 
investment management field, 
and, like Mr. MacDonald, spe- 
cializes in~personal trust work. 
Joseph P. Hartnett, Paul W. Howe, 


Nelson W. Kimball, John W. 
Moffett, and W. Nelson Young, 
formerly Assistant Secretaries, 


were named Assistant Vice-Presi- 
dents. 3 

Willard E. Henges, President 
of the Graybar Electric Company, 
Inc., has been appointed to the 
Advisory Committee of the Grand 
Central Branch of the Chase Na- 
tional Bank of New York, and 
Clyde” B. Morgan, President of 
Rayonier Irc., has been named to 
the Advisory Committee of the 
bank’s 42nd Street Branch, it is 
announced by Percy J. Ebbott, 
President of Chase Bank. 

a % % 

The Board of Directors. of 
Bankers Trust Company of New 
York and of The Bayside National 
Bank of New York in Bayside, 
Borough of Queens, N. Y., have 
approved a plan of merger, and 


the proposal will be submitted to 
the stockholders of both institu- 
tions on January 28, according to 
a joint announcement made on 
December 16 by officials of the 
two banks. The merger is subject 
to approval by various State and 
Federal supervisory authorities as 
well as by holders of two-thirds 
of the stock of each institution. It 
is planned to conduct the business 
of the merged institution under 
the name of Bankers Trust Com- 
pany and present plans call for the 
completion of all merger details 
so that joint operations can begin 


-on February 2. J. Sloan Colt is 
President of .the Bankers Trust: 


Co. The merger will add four new 
offiees and bring to 17 the num- 


ber of «Bankers Trust .Company. 


branches in Greater New York; of 
which seven will be in Queens. In 
making the announcement, offi- 
cials of both institutions said that 
the entire staff of The Bayside 
National Bank have been inyited 
to come with Bankers Trust 
Company. It was also announced 
that J. Wilson Dayton, Chairman 
and President of The Bayside Na- 
tional, who has been largely re- 
sponsible for building the business 
of the bank, will become Vice- 
President of the merged institu- 
tion. He will remain in Bayside 
and will continue to have the 
responsibility for the four new 
offices. 


Mr. Dayton organized The Bay- 
side National Bank in 1929, and 
has been President of the Bank 
since then. He has been President 
of the Long Island Real Estate 
Board, and of the New York State 
Association of Real Estate Boards, 
and is a member of the Executive 
Committee of the Board of Di- 
rectors of the Chamber of Com- 
merce of the Borough of Queens. 
He has also served as Vice-Presi- 
dent of the National Association 
of Real Estate Boards. The plan 
of merger calls for an exchange 
of stock, on the basis of four-fifths 
of a share of Bankers Trust Com- 
pany stock for each share of Bay- 
side National Bank. The statement 
of condition of The Bayside Na- 
tional Bank as of June 30, 1952 
showed total resources of over 
$27,800,000, with deposits of ap- 
proximately $26,000,000. In _ all, 
Bankers Trust will gain approxi- 

ately 35,000 new accounts. 


Corn Exchange Bank Trust 
Company of New York announces 
that Thomas G. Anderson has 
been made a Vice-President and 
that Robert A. Geib has been 
named an Assistant Vice-Presi- 
dent. Mr. Anderson formerly was 
an Assistant Vice-President and 
Mr. Geib was an Assistant Secre- 
tary. 


Manufacturers Trust Company 
of New York announces the ap- 
pointment of John F. Lembke, 
Edward I. McGraw and Frank P. 
Squazzo as Assistant Secretaries. 
Mr. Lembke and Mr. MeGraw are 


located at the 57th Street Office. 


Mr. Squazzo is in charge of the 
Freeman Street (Bronx) Office. 


Ground breaking ceremonies 
took place recently for The Na- 


tienal City Bank of New York’s 


East Bronx Branch drive-in bank 
being built at Southern Boule- 
vard, Union Avenue, and 149th 
Street. Participants in. the cere- 


monies were Alfred Mullen, Of- 
ficer in charge of National City’s 
Bronx branches; James J. Lyons, 
Borough President of the Bronx; 
and Earl A. Snyder, President of 
the Bronx Real Estate Board. 


Britain's Colonial Sterling Balances 


By PAUL EINZIG 


Commenting on the increase of sterling balances in London by 

British Colonies, Dr. Einzig ascribes it to inability of British in- 

dustries to furnish these areas capital goods, together with the 

high prices of British consumer goods. Holds nature of owner- 

ship of most sterling holdings owned by colonies makes them 

unsuitable for long-term investment, since they are used as 
cover for note circulation. 


LONDON, Eng.—One of the 
major problems inherited by the 
Conservative Government from its 
predecessor is the large size of 
the sterling 
balances of 
British Colo- 
nies. Owing to 
their close 
economic re- 
lations with 
britain it is 
natural that 
they should 
keep substan- 
tial sterling 
balances in 
London. In 
“wany in- 
stances these 
balances con- 
ititute the 
cover for the 
Colonial ‘note issues. A very large 
proportion of the foreign trade of 
the Colonies is transacted in ster- 
ling and for this reason alone the 
maintenance of sterling balances 
is necessary. The present size of 
the sterling balances—their total 
is believed to be in the neighbor- 
hood of £1,000 million—far ex- 
ceeds, however, normal require- 
ments. Some £600 million was 
accumulated in 1951 alone, largely 
as a result of the high price of 
the staple exports of the Colonies. 
Much of these exports found their 
way to the Dollar Area so that 
the Colonies contributed substan- 
tial amounts to the British dollar 
pool in return for the sterling 
balances received. 

The accumulation of such 
amounts of Colonial sterling bal- 
ances is not a natural develop- 
ment. None of the Colonies have 
yet reached or even approached 
the phase in their development at 
which they could afford to invest 
abroad. Indeed they are import- 
ers of capital owing to the require- 
ments of the development of their 
resources. Yet the accumulation 
of abnormal sterling balances 
means an investment of large Co- 
lonial funds in British Treasury 
bills or other British securities. 

The reason for the accumulation 
of abnormal amounts of Colonial 
sterling balances is not the un- 
willingness of the Colonies to 
spend the sterling earned. They 
are only too anxious to import 
capital goods such as tractors, 
locomotives, etc., but the British 


Dr. Paul Einzig 





industries are fully occupied and 
cannot quote early delivery dates. 
Owing to the relatively prosper- 
cus conditions of some of the 
Colonies there whould also be a 
good demand for British con- 
sumer goods, such as textiles, but 
the prices of many of these goods 
are too high for conditions pre- 
vailing in the Colones. The re- 
sult is that the sterlng balances 
have remained unspent. If it were 
possible to convert them into dol- 
lars the Colonies would be able to 
buy the capital goods and con- 
sumer goods they require. The 


amount of the Colonial balances. 


is, however, well in excess of the 
total gold and dollar holdings of 
Britain. The conversion of even 
a relatively small proportion of 
the Colonial balances would re- 
duce the British gold reserve be- 
low danger level. 


One aspect of the situation is 
particularly puzzling to the lay- 
man. The Colonies are in need 
of capital to finance their most 
urgent capital development 
schemes. They look largely to- 
wards Britain for the necessary 
capital. In this connection the 
question that is frequently asked 
is, how is it that the Colonies can- 
not use their own sterling funds 
instead of depending on the will- 
ingness of the British Government 
or of private investors in Britain 
to provide the capital? Admit- 
tedly it appears paradoxical in 
view of the large size of the Co- 
lonial sterling balances. 


The answer is that the nature 
or ownership of most of the ster- 
ling holdings owned by the Colo- 
nies is such as to make them un- 
suitable for long-term  invest- 
ment. A large proportion of it 
represents cover for not circula- 
tion and therefor it cannot be used 
for other purposes unless and un- 
til a corresponding amount of 
notes is withdrawn from circu- 
lation. To ¢o so might inflict 
grave deflationary crisis on the 
Colonies concerned. It would be 
no more possible to use the Colo- 
nial balanees as note cover and at 
the same time to use them for 
capital investment than to eat 
one’s cake and to keep it. 


To the extent to which the ster- 
ling balances are owned privately 
—whether by Africans and other 
Colonials or British and other 
non-Colonial firms and individ- 
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uals domiciled in the Colonies— 
they may not be available for 
long-term capital investment. 
There may be many reasons for 
which the owners of these bal- 
ances prefer to keep their funds 
in sterling and many more rea- 
sons for which they prefer to keep 
them in a liquid form. Only genu- 
ine savings as distinct from trad- 
ing balances or fluctuating liquid 
funds of individuals are suitable 
for reinvestment in the form of 
long-term capital investment. 


The paradox of Colonial ster- 
ling balances is by no means an 
exceptional case. It exists also 
in relation to funds invested by 
nationals of relatively poor coun- 
tries in other international finan- 
cial centres. Foreign holders of 
substantial amounts of dollars in- 
clude nationals of many countries 
which are in desperate need of 
American ¢apital. It may appear 
absurd that poor countries should 
be “lending” to rich countries 
such as the United States, but it 
does happen. Occasionally the 
Governments of the countries 
concerned resort to the conscrip- 
tion of the foreign balances o* 
their nationals, This was done in 
Britain at the beginning of the 
war. The object of such co 
tion of balances was to cover 
Government’s own requiremen 
not to secure funds needed a 
home for long-term investment. 
The situation would have to 
change fundamentally before the 
private owners could be per- 
suaded to repatriate their funds of 
their own free will for the pur- 
pose of investing them locally. 
It is because of this difficulty that 
foreign capitalists have to 
persuaded to fill the gap left 
through the absence of adequate 
savings, belonging to local resi- 
dents. / 

If and when successful enter- 
prise is built up in the backwarce 
countries through the initiative of 
foreign capital and _ enterprise, 
then, and not before, holders of 
balances abroad may feel justi- 
fied in repatriating their funds to 
participate in the enterprise. In 
exceptional circumstances it is 
possible to initiate an enterprise 
through the joint effort of loca) 
and foreign capital. For instance, 
the Volta River scheme in the 
Gold Coast, aiming at the exploi- 
tation of the country’s aluminium 


resources, provides for the par- 
ticipation of local capital and a 
large part of that capital is ex- 
pected to be contributed by hold— 
ers of sterling balances. It woulé 
be an ignorant over simplification 
of an involved situation to im- 
agine however that it is possible 
to divert a substantial part of 
sterling balances of the Colonies 
for the requirements of Colonial 
capital developments. 
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“THE CHASE IS OUR TRANSFER AGENT— 


I think it would pay you to talk to them” 


“For many years, the Stock Transfer Department of the Chase has served our 
corporation as transfer agent. The fees for their services are actually less than it would 
cost us to maintain our own department to do this work and we are relieved of all the 
burdens and responsibilities. Why don’t you talk to the people at Chase?” 


Among the trust and agency services offered by the Chase are the following: 


Paying agent for principal Transfer agent of stock Depositary-exchange agent 
and interest under reorganizations, 


Registrar of stock recapitalizations and mergers 
Trustee of mortgage bonds, — 


Agent for trustees under 
Pehontures and notes Dividend disbursing agent voting trust agreements 


Registrar of bonds and Agent under escrow 
debentures Subscription agent agreements 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 
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A Year of Careful Planning and Doing Ahead! .— 


Mixed emotions of happiness, 
humbleness and hesitation are 
mine. Happiness at the honor you 
have bestowed on me, which is 
beyond that 
to which a 
country boy 
reared in the 
rough, rugged 
region of 
Grant County, 
Ky., might 
ever aspire. 
Humbleness in 
that I know 
my limited 
talents can 
never measure 
up to the un- 
limited oppor- 
tunities this 
office affords. 
Hesitation in the thought that I 
might fail you and thus fail a 
great and gracious industry which 
has girded itself to meet the capi- 
tal needs of this, our amazing 
America. 

Also I am proudly aware, as I 
know you must be, or the great 
and devoted men who as IBA 
Presidents have rendered such 
outstanding service to you during 
years gone by. 

And now another name is add- 
ed to that distinguished group that 
has accomplished so much in our 
behalf. Joe Johnson has done an 
outstanding job and we owe him 
a tremendous debt of gratitude, 
mot only: for his great work as 
President, but also for the many 
tee of unselfish effort which 

ve produced so much of value 
to the industry. 

And along with the name of 


*Inmaugural address of Mr. Boles at 
the conclusion of the 4ist Annual Con- 
vention of the Investment Bankers As- 
sociation of America, Dec. 5, 1952. 


Ewing T. Boles 





By EWING T. BOLES* 


Incoming President, Investment Bankers Association of America 
President, The Ohie Company, Columbus, O. 


With the slogan, “we must sell a successful peacetime economy and pros- 
perity,” newly elected IBA President foresees ahead a year of careful plan- 
ning and doing in the securities industry. Tells members “we are dedicated 
to a free economy,” and the ceiling is unlimited for its advancement. Holds 
important problems of the economy “have been hidden under a bushel,” but 


the 60,000 men and women in investment banking industry should be able 
to sell economic salvation to the savers of the country. 


Johnson, I think of such other 
postwar stalwarts as Larry Marks, 
Albert Armitage, Hal Dewar, 
Jufien Collins, Edward Hopkinson, 
Jr., Chuck Garland and a whole 
host of illustrious men who have 
served you so ably with such out- 
standing devotion. 

Therefore you can imagine my 
feelings, standing here like one of 
the seven dwarfs in the giant 
boots of Paul Bunyan. 


Fortunately for you and for me, 
I am not assuming the responsi- 
bilities of this high office alone. 
You have selected as Vice-Presi- 
dents to form our Executive Com- 
mittee an outstanding group of 
men in many fields of our indus- 
try. 

Our Congress, which we call 
our Board of Governors, is com- 
posed of industry leaders from 
every section of our land. Like- 
wise we place great store in the 
ability of our incoming Group 
Chairmen who get the job done 
at the level where it counts most. 

Our work will be further sus- 
tained and speeded by Committee 
Chairmen whose eminence in their 


respective fields is not only na- 
tionally, but internationally rec- 
ognized. 

Our skilled and experienced 
staff needs no introduction from 
me. It makes up for its smallness 
by sheer devotion, ability and 
energy. 

Thus, your President will be 
ably assisted in each and every 
assignment that has been made for 
the coming year. With the support 
of such celebrated, talented and 
devoted men, your officers accept 
the challenge of 1953. We pledge 
you that while we may fail in 
many things, we shall not fail in 
our diligence nor in our zeal in 
your behalf. 


When I accepted your nomina- 
tion last May, I could only hope 
that the American people would 
do what they did by national 
mandate, overwhelmingly demand 
that this nation return to a sound 
and sane fiscal policy—the policy 
of sound dollars and balanced 
budgets, on which American prog- 
ress and prosperity are founded. 


We pledge to the new adminis- 
tration our utmost in cooperation 


to the end of returning this nation 
to a sound and sane fiscal policy. 
The free flow of capital into 
industry and the opportunity for 
the thrifty to put savings to work, 
without undue regulation or re- 
striction, are both an essential 
part of that program necessary 
indeed for the continued expan- 
sion of the American economy. 
An economy which boasts only 
7% of the world’s population, but 
nonetheless produces an unbeliev- 
able 50% of the world’s goods. 


In this energetic economy, 
money at work is the magic flux 
which fuses the brains of invent- 
ors—the skilled hands of artisans 
—the techniques of management— 
the flying feet of distributors— 
and the gifted tongues of sales- 
men—to produce the richest civil- 
ization in history. 


Dedicated to a Free Economy 

It is the maintenance of this 
free economy to which our efforts 
are so completely and confidently 
dedicated. 


God grant that an effective and 
energetic answer may be 
found to the killing stalemate 
Korea. Ours is the faith of our 
fathers, that ours is a growing, 
vigorous, virile economy built on 
peace and not on war. Let us, 
therefore, ask ourselves the ques- 
tion of paramount importance. 
How much peace can our prosper- 
ity stand? 

We can not continue forever the 
carnage of almost constant war, 
the squandering of human lives, 
the wasting of the savings of our 
people and the despoiling of hu- 
man virtues. There must be a 
better way. We are willing and 
determined to maintain a prepared 
and an alert America. 

However, that part of our prog- 
perity that comes from war we 
must be ready and zealous to re- 
place with the products of peace. 


We know the formula for pros- 
perity as few others know it. We 
have learned — and history has 
proved—that freedom for indi 
ual achievement—with capital for 
a tool— wielded by an inspired 
people—can and has produced the 
greatness of America. What we 
have done we can continue to do. 


Money invested in ideas — in 
plants—in raw materials—in sales 
—in the genius of American men 
—produces prosperity. 

On all sides we see the limitless 
opportunities for steadily increas- 
ing production and prosperity. 
Who among us feels that the fam- 
ily ice box is the ultimate in foed 
preservation?—That the family car 
is the last word in automotive 
genius?—Or that the diesel engine 
that brought many of us here is 
the word in railroad trans- 


Today we are half at war, half portation? — That the highways 


at peace. 


Continued on page 67 
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Foreign Investment Is Job for Private Capital 


My tour of duty as your Presi- 
dent is rapidly coming to an end 
—only a few days of convention 
formalities remain. During the 
past 12 
months I have 
had ae rich 
and reward- 
ing experi- 
ence, and am 
gratefulto 
to have had 
this oppor- 
tunity to serve 
our industry. 

In my Pres- 
idential 
travels this 
year I have 
met hundreds 
of investment 
bankers in all 
parts of the country, from east to 
west, north and south, and in 
Canada. At first-hand I found out 
what the leaders in our business 
are thinking, what the Groups are 
doing, but most important of all, 
what the IBA means to the se- 
cyrities business. Our Association 
is an essential integrating force 
that serves significantly and in 
manifold ways all segments of the 
industry—tfrom the largest under- 
writing house to the smallest dis- 
tributor. 

Whatever we may have accom- 
plished during the past year—and 
this will be revealed as the vari- 
ous committees make their reports 
—is, of course, directly attribu- 
table to the officers and commit- 
tee members at both the national 
and Group levels working in co- 
operation with an intelligent and 
competent staff. , 


On your behalf, I express sin- 
cere thanks to those of our fellow 
members who have given so gen- 
erously of their time and talents; 
and you will share with me, I am 
sure, in the appreciation I express 
for the loyal and effective efforts 
of our able and diligent staff 
members. Only through a year of 
close association have I come to a 
full realization of the diversity 
and magnitude of the job our staff 
is doing so well. 


Just five years ago our Asso- 








ph T. Joh 


*An address by Mr. Johnson as retir- 
ing President of the Investment Bankers 
Association of America delivered at the 
Association’s 41st Annual Convention, 
Hollywood, Fla., Dec. 5, 1952. 


By JOSEPH T. JOHNSON* 


Retiring President, Investment Bankers Association of America 
President, The Milwaukee Company, Milwaukee, Wisc. 


Though foreseeing more cooperation b:tween industry and government after 
20 years of “a state of perpetual emergency,” retiring IBA President warns, 
because of unbalanced world economy and threatened diminution of our raw 
materials supply, U. S. is still facing a long-term crisis. Says experience 
shows inadvisability of government investment in foreign field, but holds 
private investment can operate successfully and efficiently, if it receives 
proper government cooperation. Foresees from now on greater reliance on 
free enterprise and private finance, and holds securities industry will measure 
up to its responsibility and opportunity in current developments. 


ciation embarked on what was 
then, and must still be, recognized 
as a long-term publie education 
program. I have been keenly in- 
terested in that project ever since 
it was instituted, and during the 
past year we have emphasized 
both education and public educa- 
tion efforts, now consolidated in 
the Education Committee. 

Significant progress has been 
made. Member firms and groups 
throughout the nation are con- 
ducting a variety of educational 
and promotional efforts that have 
been brought to your attention 
through the forums and publica- 
tions of the IBA. Now there is 
available to member firms and 
Groups an easy-to-use, and yet 
one of the most effective, public 
relations tools, the new IBA mo- 
tion picture, “Opportunity, 
VU. B.-A.” 

I have consistently preached ed- 
ucation and moOre education, and 
do so again today, with the hope 
that the momentun we have de- 
veloped may not be lost, but 
rather maintained, and even ac- 
celerated. 


It is reassuring to know that my 
immediate successor in office 
plans to keep the torch of en- 
lightened public relations burning 
brightly, and I fervently hope that 
the presidents who follow in long 
succession will do the same. 


A Unified Office Proposed 


When addressing the New York 
Group several weeks ago I indi- 
cated that I would frankly share 
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with you here some observations 
culled from my year’s steward- 
ship For brevity’ sake, I will 
touch on only two: 


(1) The work of the IBA is go- 
ing on remarkably well, despite 
the fact that we have two widely 
separated offices. I am convinced, 
however, on the basis of my ex- 
perience, that a consolidation of 
our offices—and I hold no brief 
for any given location—would 
make for a more cohesive organi- 
zation, better coordination of 
functions, and more effective and 
economical operation: 

(2) To a_ gratifying degree 
member firms and Groups are 
contributing to the work of the 
IBA and are sharing the benefits, 
but that is not universally true. 

Our Association officers and 
staff are working for the entire 
industry, all sections of the coun- 
try, and all segments of the busi- 
ness. Whether we are north or 
south, east or west, or whether we 
are in a metropolis or a town, 
whether we are primarily whole- 
salers or distributors, or have an 
integrated operation—we must all! 
of us combine our efforts in the 
interest of the total welfare. 

A year ago almost to a day, in 
my inaugural remarks, I dwelt on 
the respective responsibilities of 
our industry and our government. 
Today I would like to consider 
with you a possible area of co- 
operation between the government 
and our industry. 

For the past 20 years*’we seem 
to have been in a state of perpet- 
ual emergency —a succession of 
crises, either real or contrived. 
and induced by either foreign or 
domestic developments. In con- 
fusion and frustration many of us 
have failed to distinguish between 
short-time crises that permit im- 
mediate and drastic correction and 
long-term or “suspended” crises 
requiring years to work out. 

A fire can be extinguished at 
once—in fact it has to be. In con- 
trast, eradication of termites may 
take considerable time. However 
unsteady the house may stand, 
there is no need for the occupants 
to organize a_ bucket brigade. 
Nevertheless, they live in an at- 
mosphere of suspended crisis. 

The present world situation pre- 
sents just such a problem. Our 


plunge into World War II, Pearl 
Harbor, the Berlin airlift, and, 
more recently, Korea, were each 
regarded as fires that could be put 
out—situations requiring immedi- 
ate and strenuous action, and per- 
mitting also relatively prompt 
withdrawal. Today, however, it 
begins to appear that crisis in the 
long-range sense is going to be 
eating three meals a day at our 
table for a long time. 


Two Developments of the Year 


Two developments .this year 
underline related aspects of our 
long-term economic problem. 


First, the Marshall Plan for 
European Economic Recovery 
came to’an end. This was a stop- 
gap measure designed to put out 
one particular fire—the imminent 
economic collapse of Western 
Europe. Too many Americans, un- 
fortunately, got the idea that the 
Marshall Plan was something like 
our own pump-priming scheme of 
20 years ago—that after we had 
pumped into the European econo- 
my so many billions of dollars, we 
could step out of the European 
picture, and allow the recipient 
economies to function as before 
the war. That short-sighted view 
has been more than exploded. In 
July the London “Economist” 
noted: “The Dollar Gap remains, 
although the Marshall Plan is 
over.” The same journal, whose 
distinguished editor appeared on 
this platform last year, goes on to 
point out one of the facts of life 
which Americans have got to face: 

“ . , the balance of trade be- 
tween America and Europe has 
been precarious all through the 
thirties, and the war years has- 
tened and confirmed a trend that 
had been observable for at least 
two decades—the emergence of 
the United States as the Great 
Creditor Nation in world trade.” 


And the significance of this fact 
for Americans is stated by the 
“Economist” with admirable 
clarity: 

' . when next January there 
is a new President in the White 
House .. . he will find himself 
faced with the old inescapable 
chain of reasoning. The world 
cannot be saved for freedom 
without an alliance of the free 
nations. Nations cannot be allied 


politically and militarily if they 
are cutting each other’s throats 
commercially. . . . Therefore, poli- 
cies to remove the dollar deficit 
are just as essential to the grand 
objective of containing commu- 
nism as atomic bombs or sub- 
marines.” 


The second development: A re- 
port published on the situation of 
the United States with respect to 
those sources of raw materials 
which are. absolutely vital to the - 
continuaticn of our military and 
domestic industrial production. 
The now-famous Paley Report : 
surveys the natural resources at . 
our disposal and reaches the so- | 
bering conclusion that America is ~ 
rapidiy becoming one of the 
“have-not” nations in the world. 
The forces allied against us con- 
trol tremendous natural resources 
that have scarcely been tapped. 
Somewhere, somehow, we shall 
have to develop new supplies. 


The United States, therefore, is 
facing a long-term crisis that is as 
much a matter of economics as of 
military power. Like it or not, 
history has pushed our country 
into the position of the natural 
leader of the freé-world. And we 
cannot pretend we are meeting , 
these tremendous responsibilities 
squarely unless our leadership is . 
not only political and military, but , 
economic as well. We must work 
for a wholesome economic situa- 
tion among our allies; together 
with a steady flow oi the raw ma- 
terials needed by our own indus- 
trial plant. 


There is an interésting parallel 
to our present.situation in the case ~ 
of Great Britain during the pre-, 
ceding hundred years. The pros- 
perity and stability of the British 
Empire depended more on trade 
and a healthy world economy than 
on armed might. The heart-beat 
of that Empire was regulated at 
Threadneedle rather than Down- 
ing Street. It was the British 
trader and industrialist, and not 
the British Army, that spear- 
headed England’s emergence as 
the great world power. For Eng- 
land then, like the United States 
today, was the creditor nation of 
the world; and the British Gov- 
ernment very shrewdly conceived 
its principal function to be the 
extension of this economic su- 
premacy through a nice balance 
of diplomacy and strength. 

America, of course, does not 
want an economic “empire” on the 
British model. The whole idea of 
colonization is repugnant to our 
national instinct. Unlike Britain, 
we are not so dependent on the 
outside world for raw materials. 

But what is interesting and 
valuable to us in the English ex- 
ample is that government and 
business existed side by side with- 
out hostility. Government, fully 
realizing the importance of busi- 
ness to the national greatness, 
used its own power to enable 
business to operate easily and 


Continued on page 70 
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Feeling as I do that groups like 
the Investment Bankers Associa- 
tion are really the essence of our 
democracy, I should like to open 
by telling you 
about an inci- 
dent which I 
think illus- 
trates the con- 
tribution that 
a group like 
this can make 
to our society 
today. 

The incident 
eoncerns a 
conversation 
of mine with 
a Senator, and 
I tell it with 
his permis- 
sion. I am not 
going to name 
him, but I can say he is a Demo- 
cratic Senator of considerable in- 
fluence in Washington—a man 
whe believes in the same things 
that you and I believe in. 

On learning that I was to at- 
tend your convention, the Senator 
said to me: “Why do you waste 
your time going down to the In- 
vestment Bankers. Association? 
They don’t have any real political 
influence, and, after all, what do 

do—just play around?” 

question, whatever its de- 
merits, did give me the oppor- 
tunity to tell him—and I repeat 
that he is ene of the most con- 
structive men in the Senate—of 
_the work of your group during 
.the. time .} -have been on the 
Federal Reserve Board. 

I explained the voluntary eregit 
program to him; how halting it 
might have been—witheut dis- 


*Stenographic report of an address by 
“Mastin atthe éte0 dinaual Conven- 
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finanee, so that we could handle 


-umder current conditions. to have 
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By WILLIAM McC. MARTIN, JR.* 
Chairman, Beard ef Governers, Federal Reserve System 


Mr. Martin, commenting on renewed independence of Federal Reserve Sys- 


tem; points out making adjustments is vital part of our free economy. Lauds 

return to a “free market,” and commends work of IBA in support of emer- 

gency credit controls. Says 1951 was ‘argely a year of clearing away debris in 

Government Bond market and reestablishing a free market. Holds Federal Re- 

serve is primary butwark of free enterprise, but solution to economic stability 
“Hes-is fresdons, of: actiow and choice in the ‘murket: place.” 


illusion to me, because I piasted 
it as a skeptic—and how help- 
ful it actually turned out to be. 
1 told him how the Investment 
Bankers Association, participating 
in the program with others as 
we gathered together a large 
collection of managerial and 
business resources, had helped in 
the attempt to educate the bor- 
rower as well as the lender as 
to the true: meaning of credit and 


grdup was adamant against the 
benus issue, the Governor—and 
I-must say he is a charming in- 
dividual.— turned to his banker 
for help. The banker, having’ 
heard the remarks around the 
table too, looked at me and said, 
“I don’t know what all this fuss 
about inflation is.” 

“After all,” he continued, “this 
isn’t really inflationary. There 
are. only a few thousand people 
in the State of West Virginia that 
will “benefit by it. There is only 
$300. apiece involved for each of 
these individuals, and we have 
made a study of what they will 
do. with .this money.” 

He .paused a moment, then 
added: “It is perfectly apparent 
it isn’t~ inflationary. They are 
going to spend a hundred dollars 
of each bonus on liquor, a hun- 

The Governor was in the Fed- dred of it on women, and the 
eral Reserve Building, surrounded other hundred they are going to 
by investment bankers and other waste.” 
bankers and. businessmen, -and His insight into economics—and 
one by one they explained to perhaps into human nature — 
him why it would not be wise might be doubted but the un- 


the Treasury and when some 
p.ople, looking at clouds of re- 
cession and readjustment, thought 
they saw a depression on the 
horizon. The Secretary asked if 
I would come to Florida in his 
place and make a little talk to 
the Florida Bankers Association 
over in Miami. 

I consented, and on the plane 
en route, began to think over 
what I might say. I must have 
taken myself and everything else 
considerably more seriously than 
I should have, for it seemed to 
me that the problems. the coun- 
try was facing were virtually 
insuperable, for I couldn’t see the 
answers, and it naturally dis- 
turbed me. 

Then I recalled a course in 
public speaking I took years ago 
in which one of the lectures 
dealt with what a responsible 
Government official should say 
-to a group of worried business- 
mren. The lecture went about like 
this: You should always start 
by saying, these are the most 
conscious humor was to the point. difficult and perilous times the 
It recalled to me an experierce -country has ever faced; never in 
I had here in Florida in the the history of the country has the 
Spring of 1949. -ship of state been so close to the 


a situation that was rapidly geét- 
ting out of hand. 

Senator was impressed. 
Then I told him about something 
some of you in this room will 
reeall; the time we brought the 
Governor of West Virginia to 
Washington in connection with a- 
proposed soldiers’ benus bond 
issue by his State. 


the West Virginia bonus issue. 
The Governor had brought with 
him a banker who.was part of 


to me—I can see him a omen 
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proposed solutions, you would 
lead your audience, subcon- 
sciously, to feel that after all the 
ship of state was in goods hands 
and might survive. 

Well, when I addressed this 
orome. 3 ‘in soy embarked on 
som ng about as pompous 
as that, and I thought I had car- 
ried through on the formula in 
pretty good style. But after it was 
over, a fellow came up 


me aside, and said: “Young fel- 
low, when I came here I was 
pretty upset. But after 


.to you, I am just scared to death.” 


I don’t want to frighten any- 
one this morning. Indeed it 


.seems to me now that while the . 


clouds that were on the horizon . 
in 1949 are not out of the way 

are rays of sunshine that. 
were not apparent at that time. 


Making Adjustments—A Vital 
Part of a Free Economy 


ness community as well as the 
one wi Same te litle the 
with respect to ing 

adjustments which are essential 
and and a vital part of 
a free competitive economy. In 
those darker days, all the — 
sures in Washington—and I can 
speak with some feeling on this 
because I was in the Treasury 
at the time—were in the direc- 
tion of: Don’t permit any down- 
ward move! Don’t permit this 
thing to gather any headway! 
Don’t have any adjustments what- 
ever! We shouldn’t inflate our 
way ~ of it, but we can’t per- 
mit the adjustments that have 
to be made! We may face a pe- 

riod like that again. That is the 
reason I recall it. But all.1 want 
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Investment bankers and life in- 
surance companies cooperate at 
many points, compete at some 
points and both are part of a team 
mobilizing 
and directing 
capital funds 
to meet the 
needs of our 
national econ- 
omy. We in 
the life insur- 
ance business 
think that 
prosperity in 
the invest- 
ment banking 
field is an im- 
portant in- 
gredient for 
general na- 
tional pros- 
perity. 

Teamwork between life com- 

panies and investment bankers, 
as well as other elements of the 
capital market, was abundantly 
demonstrated during the period of 
the Voluntary Credit Restraint 
Program. During that time, I had 
the pleasant experience of work- 
ing with Lee Limbert, Rudolf 
Smutny, Frank Kernan and Tip 
Barclay on the National Volun- 
tary Credit Restraint Committee. 
I can assure you that they, along 
with the regional investment 
. bankers’ committees, played a 
large role in making the credit 
restraint program a success. More- 
over, the investing banking fra- 
ternity as a whole deserves enor- 
mous credit for the courageous 
and unselfish way it screened mu- 
nicipal financing under the pro- 
gram. Your efforts contributed 
importantly to the fight against 
inflation in the explosive months 
after fighting started in Korea. 


Today, I will discuss briefly 
some trends and problems in life 
insurance company investments; 
2°74 also comment on Government 
pvulicies which affect not only life 
company investments but our en- 
tire national economy. 


Carrol M. Shanks 


*An address by Mr. Shanks before the 
41st Annual Cenvention of the Invest- 


ment Association of 
Hollyweod, Fla., December 4, 1952. 


President, Prudential Life Insurance Company of America 


Mr. Shanks lists as trends in life insurance investments since World War Hl: 
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Trends and Problems of Life Insurance Investments 


By CARROL M. SHANKS* 


disposal of Government securities 
grew directly out of purchases by 
the Federal Reserve rather than 
out of the sales by life companies. 
If the Federal Reserve had seri- 


(1) decline in U S Government Bond holdings; (2) expansion in real estate 


mortgage investments; and (3) increase in securities of business and indus- 
try. Discusses “direct placement” of securities and reviews government policies 
affecting economic stability. Lauds release of Federal Reserve from Treasury’s 


bond-pegging program. Contends continuance of low-cost borrowing at all 
times is not only too great a burden to nation, but also makes impossible 


Investment Trends and Problems 
of Life Companies Since 
World War Il 


To understand the underlying 
causes for trends in life insurance 
investments, one must appreciate 
the fundamental objective of life 
company investing, one which is 
little understood. This objective 
must be to earn the highest pos- 
sible rate of return consistent with 
a high degree of safety of prin- 
cipal. Emphasis on maximum re- 
turn stems from drastic competi- 
tion in the sale of life insurance, 
which means in turn that each life 
company must keep the net cost 
of insurance to policyholders at 
the lowest possible level. The 
need to keep down net cost leads 
to the keen competition between 


-life companies in their invest- 


ment operations. It explains the 
sensitive responsiveness of life 
investment officers to changing 
yield spreads on various types of 
Government and corporate securi- 
ties and mortgages. 

The main objective and prin- 
cipal characteristics of life com- 
pany investments are illustrated 
by some of the major trends in 
the field since the end of World 
War IJ. Perhaps the most dra- 
matic trend has been the steady 
and large decline in life company 
holdings of U. S. Government se- 
curities. At the end of 1946, at 
the peak, holdings of these securi- 
ties by the nation’s life insurance 
companies amounted te $21.6 bil- 


lion and comprised nearly 45% of 


general credit controls. 


the total assets of the companies. 
Beginning in 1947 there occurred 
a steady and pronounced decline 
in holdings, so that by the end of 
August of this year life companies 
had cut their holdings to $103 
billion, representing 14.5% of as- 
sets. 


The relatively low rate of long- 
term Government securities, plus 
the unbalanced portfolio position 
of the corapanies in Governments 
at the close of the war, made it 
inevitable that as peacetime con- 
ditions were restored there would 
be a move to redress the balance. 
The promptness with which the 
life companies acted reflected not 
only the ready availability of good 
outlets in private sectors of the 
economy but also the alertness of 
the investment officers in achiev- 
ing their primary investment ob- 
jective. 


A second noteworthy trend in 
life insurance investments in the 
postwar period has been the sharp 
increase in the volume of real es- 
tate mortgages held. At the end 
of 1945 holdings of mortgages 
amounted to about $6.6 billion, or 
14.8% of assets. By the end of 
August, 1952, life company hold- 
ings of mortgages had grown to 
$20.6 billion, or 29% of assets. 
With real estate mortgages on all 
types of property available in 
great supply, all encouraged by 
government policy, and with the 
better net rate of return on mort- 
gages as compared with Gevern- 


ment securities, it was te be ex- 











BOSTON 


HARTFORD 





Corporate and Municipal Bonds 


Investment Preferred Stocks 


Equipment Trust Certificates 





Union Securities Corporation 
65 Broadway, New York 6 a 3 


. BUFFALO 4 . 


4 


PHILADELPHIA 


CLEVELAND 


SYRACUSE 


tion finally taken in March, 1951, 
namely, the abandonment of 
rigid support of Government se- 
curities prices. As I have 
cated; the life companies 
practical matter 
have avoided the invest 
course which 
the postwar period. 
demand for capital 
_— yom ager and in 
n eld, in rect response 
pected that the companies would dntiegainent of economic — 
shift into this field. pansion by Government policy, 
The third area of major change exceeded the supply available 
in life company portfolios since from current savings and created 
the end of World War II has been great pressure on life companies 
in holdings of securities of busi- to liquidate Governments in order 
ness and industry, including the to help meet the demand. More- 
railroads, public utilities and in- over, as most Government econo- 
dustrial concerns. Life company mists have argued, the basic so- 
assets in this category amoun lution to inflation in the postwar 
to about $11 billion at the end of /period was to increase industrial 
1945, representing 24.7% of total/ output in order to catch up with 
assets. By the end of August, 1952; the war-expanded money supply, 
oldings of these securities had and life company investments 
increased to slightly over $30 bil- have contributed heavily to 
lion, representing 42.5% of assets. postwar expansion of output. If 
Of the total increase of $19 bil- any one company had failed to 
lion in these holdings, public util- respond, it would have lost out 
ity bonds accounted for $6.5 bil- drastically in the competitive race 
lion, and industrial and miscel- with other companies, to the great 
laneous bonds for $11 billion. —- of its oomes Rg If the 
Here again the development dustry genera d not re- 
was to be expected. As the war sponded, the wrath of the govern- 
ended and business concerns felt Ment and of the public brought 


the need for capital funds to fi- 
nance reconversion and expan- 
sion, it was obvious that life com- 
pany holdings of the securities of 
business and industry would rise. 
The increase was accelerated after 
the start of the Korean War as 
the life companies participated in 
financing the great increase in in- 
dustrial capacity needed fer our 
national defense. 


down upon its head defies imagi- 
nation. I know what happens 
when one company cuts down 
partially on its mortgage loan and 
other lending. Accordingly, in my 
book, the criticism directed at life 
insurance companies for their dis- 
posal of Government securities 
has been short-sighted and un- 
justified. 


Direct Placements 














As you know, the life insurance “ Turning to another item, 1% 
companies have been criticized know you are interested in the 
for their disposal of Government Matter of direct placements, and 
securities in the pestwar period. I am glad to have this 
The criticism rests on the grounds tO give you some of my views on 
that a substantial part of these the subject. To begin with, di- 
securities were purchased by the rect placements in corporate fi- 
Federal Reserve System in order Dancing today are important. Dur- 
to support the market, and that ing the period 1947-1951, inclu- 
these purchases added to com- Sive, according to SEC estimates, 
mercial bank reserves and thus Corporate securities offerings in 
fed the fires of inflation. My this country amounted to $338 
answer to this criticism is that billion, of which $14 billion, or 
the basic difficulty lay not in the Over 40%, were direct placements. 
sale of Governments by life com- During the period 1934-1951 the 
panies, but in the support pur- life insurance companies acquired 
chases by the Federal Reserve. Over $20 billion of corporate se- 
The Federal Reserve policy of curities through the direct place- 
pe gene caer my hom a peg- ment route. According to the best 

» particularly above par, estimate available, nearly 62% of 
invit ° y 
ed sales of Governments by all corporate bonds, and 90% of 


all nonbank investors. The infla- : 
tionary aspect of life company Continued on page 34 
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Progress and Problems of Aviation Industry 


It is rather difficult to present 
those components of air trans- 
portation in which I feel you are 
interested or about which you 
may have 
some ques- 
tions. Iam 
going to try 
to cover a few 
things which 
are of extreme 
interest to me. 
I think they 
represent 
some accom- 
plishments; 
also that they 
involve some 
rather impor- 
tant and criti- 
cal decisions 
to be made in 





W. A. Patterson 


the future. 

We have heard a great deal 
about beginners in aviation, but 
the most interesting individual 
with whom I ever came in con- 
tact and who seldom has been 
given much prominence, is a man 
mamed Vern Gorst who owned a 
little bus line in Oregon. A man 
with very little education, he cer- 
tainly wasn’t an analyst and he 
wasn’t a statistician. Had he been, 
he wouldn’t have entered the air 
transportation field. He started 
Pacific Air Transport on the 
Pacific Coast. I don’t know where 
he got his advice on finance, but 
Vern Gorst had $10,000. He had to 
raise $300,000. He set up a Class 
A stock and a Class B stock; the 
Class B was voting, $10,000 worth; 
the other $290,000 was Class A, 
non-voting. Vern Gorst paraded 
up and down the Pacific Coast 
and sold every single share of that 
stock himself. 

_' I had an opportunity to observe 
some of his accounting practice 
and philosophy when I was think- 
ing of entering Pacific Air Trans- 
port after it had been operating 
about seven or eight months. I 
asked Mr. Gorst if I might see 
his balance sheet. He showed me 
One that revealed a profit for that 
particular month of $15,000. I 
seanned it rather quickly and 
could see nothing covering depre- 
ciation. I asked, “How about de- 
preciation on this flight equip- 
ment and other facilities?” He 
said, “You know, I thought you 
would ask that question. The ex- 
planation is very clear. When we 
started, I hired a carpenter to 
build us some bins out in our 


hangar. In those bins we have new 


*An address by Mr. Patterson at the 
4ist Annual Convention of the Invest- 


Bankers Association of 
Helly wood, Fla., Dec. 3, 1952. 





By WILLIAM A. PATTERSON* 
President, United Air Lines 


After giving a thumbnail sketch of the development of commercial aviation, 
Mr. Patterson outlines the critical decisions and problems confronting the in- 


dustry as: (1) labor relations; (2) future equipment; (3) the air 


“coach” 


business; (4) government regulation. Discusses opportunities to further re- 
duce operating costs on ground and improve and mechanize airport facilities. 
Favors re-examination of transportation regulatory agencies with view to co- 


parts segregated so that when an 
airplane comes in and there is any 
wear, the mechanics go to the bins 
—which, by the way, cost us only 
$100—and get a new part for the 
airplane, which then is jusi like 
new.” He added, “Mr. Patterson, 
there is no depreciation.” 

That is what it took at that par- 
ticular stage in the developmenit of 
our business—courage and a cer- 
tain lack of knowledge. But it isin- 
teresting to observe progress from 
that rather crude start. I doubt 
whether many of you in this room 
who have participated and coop- 
erated and helped this industry 
with your faith and your willing- 
ness to raise capital for us, realize 
where we came from and where 
we are today. I think the big turn- 
ing point in the attitude of the 
investment field and the raising of 
equity capital came with Lind- 
bergh’s flight across the Atlantic. 
Prior to that time, according to 
records of most of the companies 
that were then operating, and 
there were only two or three, all 
capital had been raised privately. 
Almost overnight after Lind- 
bergh’s flight we saw the invest- 
ment banker’s interest aroused. 
We saw him enter the picture in 
recommending and fostering 
mergers and we saw some sound 
and substantial capital being 
raised. This picture was a great 
tribute to a combination of ele- 
ments in our economic system. 
Government at that time had faith 
in and a sense of responsibility 
for developing the airplane; it had 
faith in private enterprise to un- 
dertake that development and it 
advertised for bids. Private enter- 
prise, through the investment 
banker, came into the picture. So 
we had a partnership: Govern- 


ment, private ownership, the in- 
vestment banker. We have now 
progressed to the point where we 
are obligated to the insurance 
companies and commercial banks 
—in fact, I would say that we 
have tapped everything available. 
Nevertheless, you have been con- 
structive. We all have participated 
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ordination possibilities. 


in the development of the airline 
industry. 


What Has Been Accomplished 
in Aviation 


Now let’s take a quick glance 
at what we have accomplished to 
date. We started out 25 years ago 
with three objectives: To develop 
the art of flying; to find a com- 
mercial application for the use of 
the airplane; to do it with govern- 
ment subsidy but eventually to 
become self-sufficient. 

Our company started with five 
airplanes that cost us $16,000 
apiece. Our speed was 90 miles 
an hour. That was about repre- 
sentative of things in the airplane 
field at that particular time. 

Now let’s just go quickly 
through the development of air- 
craft, keeping in mind our objec- 
tive of developing the art of fly- 
ing. We went from 90 miles an 
hour to 110 and from 110 to 130 


and on to 180 miles an hour 
That was the era of the DC-3, 
which carried 21 passengers. We 
next went to 230 miles an hour. 
This was achieved with the first 
four-engined airplane, the DC-4, 


accommodating 44 passengers. 
Then came the DC6 at 300 miles 
an hour, and now many companies, 
including ours, have ordered the 
DC-7 with a cruising speed of 
350 miles an hour. 

The development of the air- 
plane also can be viewed from the 
standpoint of relative cost, Our 
original plane cost $16,000. The 
DC-6 today costs $1,000,000 and 
the DC-7 will cost $1,600,000. 
Wrapped up in that development 
have been many, many accom- 
plishments and advancements 
with which I do not intend to bore 
you. I will just say this: stop for 
a moment; think of the airplane 
as you observed it grow and de- 
velop and as you have flown; look 
at it today. You will see elec- 
tronic developments, speed, com- 


fort, safety, airway aids, naviga- 
tion. I would say that if you wrap 
it all up, the development in the 
art of flying has been reasonably 
well accomplished. 


Finding the Commercial 
Application 


Now the next objective: to find 
a commercial application for the 


airplane. In 1926 the passsenger 
revenue for that year of all the 
airlines then in existence was 
about $78,000. In 1951 it was $591,- 
000,000. I remember that in those 
first years we didn’t do quite as 
well as other airlines. Our pas- 
senger revenue for the first 

of operation was $1,314.97. 

The next objective was to be 
self-sufficient. We started off re- 
ceiving about $10.80 a ton-mile. 
The first year 99 4/10% of United’s 
revenue was from air mail. It 
gradually went down and today 
93% of our revenue is from r 
sources, with only 7% from mail. 
A year ago last April, the Big 
Four trunk carriers were gi: a 
rate of 45 cents a ton-mile, h 
is a non-subsidy rate. 

I don’t know just how many 
people figure subsidy. There are 
some who think that any organ- 
ization which gets any money 
from the government is subsi- 
dized, regardless of the relative 
value of its services. I am in- 
clined to think that subsidy is 
something paid in excess of the 
value of service or in excess of 
the revenue that the service pro- 
duces to the government. To give 
you an idea, there is approxi- 
mately $2.30 in revenue to the 
Post Office Department on a ton- 
mile performance of mail service 
and, as I said, the Big Four air- 
lines are receiving 45 cents a ten- 
mile. 

I have given you a thumbnail 
sketch of our objectives and ac- 
complishments. I think the record 
is a great tribute to private en- 
terprise, and to an administration 
in government which used private 
facilities through which to ad- 


Continued on page 81 
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Washington is perhaps more 
interesting today than usual: 
There is a planned exodus. Every- 
one is getting ready. Some of 
them feel a bit 
numb; some of 
them haven't 
realized yet 
just what 
happened, al- 
though some 
do. 

I think the 
story that the 
defeated can- 
didate told on 
television and 
the radio — 
perhaps you 
all heard it— 
about the boy 
who stubbed 
his toe and 
upon reflection he figured he was 
too old to cry and it hurt too much 
for him to laugh, expresses the 
situation as it is set up in Wash- 
ington today, if I were asked to 
define it. That brings to my mind 
the little story that a very apt 
story teller in Washington tells. 
‘It is the one about the frontiers- 
man who in 1849 and '50, when 
the Gold Rush was on in Cali- 
fornia, decided he would take his 
little family and go out there. So 
he bought himself some of the four 


finest horses he could buy, got 
himself a very modern covered 
wagon and took his beautiful 
bride and small child and started 
out with the four-horse team 
and followed the orthodox route. 


*Stenographic report of an address by 
Administrator McDonald at the 41st An- 
mual Convention of the Investment Bank- 
vers Association of America, Hollywood, 
Fla., Nov. 30, 1952. 


Harry A. McDonald 
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In Defense of the RFC 


By HAKRY A. McDONALD* 


Administrator, Reconstruction Finance Corporation 
Former Chairman, Securities and Exchange Commission 


Administrator McDonald, commenting on public feeling caused by maladmin- 

istration of the Reconstruction Finance Corporation lays blame for this on 

general ignorance of the vast role played by this agency. Says “sinister in- 

fluences” in Reconstruction Finance Corporation have been eliminated, and 

defends this agency as having served a useful and beneficial purpose, and as 
having helped to preserve small business and free enterprise. 


Everything was going nicely until 
they hit the edge of the prairie 
and the long trek and a band of 
Indians swooped down on them 
and killed his wife, his child, 
burned his wagon, stole his pro- 
visions, stole his horses and left 
him to die with a big arrow 
sticking in his back. He lay there 
for a couple of days and when 
he regained consciousness he 
appraised the situation and fig- 
ured he couldn’t do himself any 
good lying there, so he started 
to crawl on his stomach. It was 
hot, sultry and he crawled for a 
couple of days with the arrow 
sticking in his back. Finally a 
band of cavalrymen riding out 
jrem a nearby fort found the 
feliow and one of them jumped 
cown and began to talk to him, 
counsel him, tell him how sorry 
they were to find him in such 
a bad shape. He says to the 
frontiersman, “Does the arrow 
hurt you in the back?” He says, 
“Only when I laugh.” 

I think that expresses Wash- 
ington today. 

The existence of IBA to me is 
a very realistic thing and, of 
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course, you will agree with me, 
I have observed IBA in action 
from a rather close vantage point 
as a member of the Securities 
and Exchange Commission. I 
observed the work they do; I 
have observed some of the things 
they tried to accomplish and 
weren't able to do, but those 
things take time. I am heartily 
in favor of some of the thoughts 
that have been expressed this 
morning from this platform as 
to reappraisal of certain situa- 
tions and I can’t over-emphasize 
the importance that the IBA can 
and should play in such a transi- 
tion. The IBA can grow more 
influential, and may I hesitate .to 
make this one challenging re- 
mark: I have said it before, I 
was convinced of it as a member 
of the Securities and Exchange 
Commission and I am thoroughly 
convinced of it yet that the in- 
dustry of itself is not mindful, 
and you are not quite aware, of 
the tremendous importance that 
you play and the influence that 
you could wield were you to set 
yourself about it. There has 
always been a reticence on the 
part of the industry that you 
ought not to do this, that you 
ought not to do that. I say if 
you are not satisfied with the 
Securities Acts as they are now 
set up, I agree that reappraising 
them would be a good thing, and 
the IBA should be an important 
powerful factor in bringing about 
this change. 

Reference has been. made to 
your general counsel. I happen to 
know him very well; I have ob- 
served him in action. I think he 
is perhaps one of the best non- 
voting, non-partisan, non-politi- 
cal people in Washington and a 
great influence. He, facetiously, 
bears the reputation of being per- 
haps the outstanding duck shooter. 

Sneaking of duck shooting. I 
can’t help but tell Scott Lucas’ 
duck blind story. It goes this 
way: Lucas localizes every story 
that he tells and he tells this 
story about down in lower Illi- 
nois when the duck hunting sea- 
son opened and it happened to 
be a cold, lousy, damp day. You 
know how the story goes. They 
set their decoys the night before. 
There were two fellows. They 


had everything set for early 
morning departure. They got 
there before sunrise. It was dark. 
One got in the front of the boat; 


one got in the back of the boat. 
They never changed positions all 
day. The fellow sitting in the 
front of the boat had been 
thoughtful. He had tucked a nice 
thermos bottle full of hot coffee 
in his left pocket. The fellow 
sitting in the back of the boat 
hadn’t been unthoughtful. He had 
tucked a bottle of Bourbon in 
his back pocket. As the day went 
on it grew cold, kind of stiff and 
chilly. The fellow in the front 
of the boat kept nipping his 
coffee. The fellow in the back 
of the boat kept nipping his 
Bourbon. Not a thing showed up 
in the whole horizon until late 
in the afternoon when they were 
just about stiff. Each one was 
nipping and nipping. On the hori- 
zon they saw a Mallard making 
a perfect landing. The coffee 
drinking fellow took a bead on 
him and let both barrels go and 
nothing happened. The fellow in 
the back jumped up and the first 
shot brought down the Mallard 
The coffee drinker said to the 
Bourbon drinker, “Brother, that 
was a fine shot. That was as 
fine a shot as I have ever seen. 
That was a dandy.” Whereupon 
the Bourbon drinker said, “Well. 
I don’t think it was quite so good. 
When I shoot into a flock of them 
like that I generally get three or 
four.” 
About the RFC 


I am supposed to tell you a 
little bit about RFC. A year ago 
when I talked to you I was con- 
vinced I would be again in pri- 
vate business by this time, but 
I was called to the White House 
and the President asked me if 
I would take the job as heading 
the RFC. I make no bones about 
telling you I told him I thought 
it was a hot potato and I wanted 
to think it over. He said, well 
think it over and come back and 
see me tomorrow. which I did. 
I was advised by a good many 
people—by a good many, I’d say 
three or four—not to do it, but 
I did it. I have been placed in 
a very challenging position. I 
take no issues of those who argue 
that the RFC has outlived its 
usefulness, or to those who say it 
should be expanded or contracted. 
I think that the RFC, in an up- 
and-up economy, has played a 
very important role. I know how 
the Congress, or at least some 
members of the Congress, feel 


about it. I have seen the reports 


that have gone out in a campaign 
year to Congressmen and Sena- 
tors who want to know what the 
RFC has done in their respective 
states. It is rather impressive. 
I heard your President today 
make reference to Government 
lending and the feeling on the 
part of those who have loaned 
citizens money —taxpayers’ 
money. I am mindful of all that. 
I must confess to you that the 
thing is so big that a person can’t 
get it all in a minute. We ry 
a portfolio of some $80,000,000 
with about $300,000,000 undis- 
persed. We have in that port- 
folio things that I wouldn’t dream 
were there unless somebody 
asked you about them, and then, 
after you are asked about them, 
you check and may I say that 
irrespective of our political con- 
victions, irrespective of our party 
affiliations, we hear a lot of talk 
about small business, the preser- 
vation and the safe-guarding of 
the small business, but nothing 
too definite has ever been done 
about it. 

Big business gets bigger; small 
business struggles on. I am not 
here to argue the merits or de- 
merits of either side -of that. I 
have convictions beth ways, but 
I do believe that the backbone 
of our American economy is to 
a large extent resting upon the 
success of the smaller business- 
man — and that is said without 
attempt or idea of castigating 
large business, because, as we 
know, large business today in 
our peculiar economy is essential 
and necessary. 

Now in order that I can give 
you a brief resume of what the 
RFC has done, not what they 
propose to do because I think 
that is conjecture; that depends 
on the Congress and what they 
shall in their own wisdom work 
out. But so that I might say 
quickly and to the point and with 
your cooperation, give to you the 
record of the RFC—you are all 
stockholders as it is set up and 
as it has performed —I dictated 
two or three pages, and this will 
give you, I think, the facts that 
I am sure you will be interested 


in. 
The Improved RFC 

I suppose that if a reaction 
test were given to the average 
American, the very mention of 
“RFC” would envoke the imme- 
diate response of “mink coat,” 
“luxury hotel,” or “sinister in- 
fluence.” I shall not attempt to 
minimize the facts which prompt 
these responses nor the urgent 
need to eliminate the conditions 
which brought them about. How- 
ever, I am happy te say, these 
conditions have been eliminated. 
The organization of the Corpora- 
tion has been strengthened in 
accordance with sound principles 
of management and the Corpora- 
tion now operates within the 
framework of a policy that re- 
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Canada’s Development and Its Prospects 


Nearly 200 years ago a contro- 

, versy deeply affecting the future 
of Canada, and, indeed, the future 

. Of the United States as well, was 
going on in 
England. It 
was about the 
terms of peace 
to be de- 
manded by 
victorious 
Britain to end 
the Seven 


with France, 
then drawing 
to its close. A 
major point 
at issue was 
which of the 
numerous 
; French pos- 
sessions which had been con- 
quered during the war should be 
retained by Britain, and in par- 
ticular whether it would be wiser 
to retain Canada or to keep the 
sugar island of Guadeloupe in the 
West Indies. Although factors 
other than economic entered into 
‘this controversy, the relative 
economic value of Canada and 
Guadeloupe was hotly debated. 
For example, one contemporary 
argued that Guadeloupe would 
be much the more valuable, since 
Canada “produces no commodity 
except furs and skins” for export, 
whereas the sugar of Guadeloupe 
would be “so much clear money 
to Great Britain.” 


It was decided in the end, 
economics apart, that there were 
overriding political reasons in 
favor of returning Guadeloupe 
and keeping Canada, mainly be- 
cause this would remove the 
danger of French attacks against 
the American colonies, already 
stirring with the breath of the 
discontents which a few years 
later brought on the War of 
Independence. 

That was a long time ago. We 
do not hear much today about 
the great value of the products 
of Guadeloupe. Although Canada 
still produces plenty of “furs and 
skins,” these commodities cannot 
be said to figure very impor- 
tantly in her economy. I shall 
not yield to the temptation of 
speculating on what might have 
happened if Canada had remained 
a French colony in 1763. Cer- 
tainly the contemporary estimates 
of the prospects of Canadian eco- 
nomic development, held not only 
in London but also in France and 
in the American colonies, were 
poor indeed. A report sent to 
London from Canada by the 
British conquerors described it 


as “a place fit only to send exi'es 
to, as a punishment for their 
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Years'War- 


By HON. H. HUME WRONG* 


Canadian Ambassador to the United States 


After reviewing slow economic progress in Canada covering a period of two 
_centuries, Mr. Wrong recites the impressive and .exciting developments and 
discoveries that have taken place in last-three years. These developments com- 
‘prise opening up of major oil fields in Western Canada, exploitation of Lab- 
rador iron deposits and substantial expansion in nearly all of Canada’s other 
primary resources. Adds to these, enlargement of Canada’s manufacturing, 


particularly in aircraft, electronic and chemical industries. 


Points out Can- 


ada’s financing is largely from her own resources, and expresses approval of 
objectives of both U. S. and ‘Canadian Trade Policies. 


ill-spent lives.” 


In Canada we has the 


development of the 


consider that a judgment which known resources been so rapid 
erred on the side of harshness. 


It is true that, since then, there have the known resources been. 


and extensive, and never before 


have been many dissappointments eMlarged by so many major new 
in Canadian development, There discoveries in so short a space of 
have been periods of deep pes- time. 


simism, 


and also, 


in times of 


I have time only for the most 


prosperity, rosy prophecies which rudimentary outline of the main 
seemed justified at the moment developments now under way. In 
but were soon falsified by events. the field of primary resources, 
An era of rapid growth would there have been since the war 
last for a while, and then end in two discoveries of the greatest 


disappointments just when it had importance, 


the one of what 


begun to look as though steady seems likely to be one of the 


progress had set 


in. 


world’s major oil fields in western 


These disappointments colored Canada, and the other of vast 
the Canadian outlook and made deposits of high grade iron ore 


Canadians look 


with 


skeptical in Labrador and Quebec. The oil 


eyes on suggestions that the ful- discoveries have stimulated in- 


fillment of Canada’s 


economic tense activity in a whole range 


promise was at hand. Skepticism Of projects — systematic explora- 


bred caution; 


but at last, 


and tion and expansion of the dil 


only in recent years, there has fields. the construction of storage 
developed in Canada a mature facilities and pipelines for oil and 
confidence in the future of the Datural gas, the growth of refinery 


country. It wa 


s, 


I think, 


the capacity and of a petro-chemi- 


great extent and success of the cal industry. Reserves of western 
Canadian war effort, both in the crude oil are now conservatively 


raising of forces and in the vol- estimated at 


one-and-one-half 


ume and variety of war produc- billion barrels, not counting much 
tion, that established the present larger reserves contained in bi- 
buoyant faith in what Canadians tuminous tar sands at Fort Mc- 


can do in their own vast country. Murray, 


Recent Developments 
Certainly even the most 


in- 


the extraction of oil 
from which presents difficult but 


not insoluble problems. Already 


“vee / ., Oil production is nearly one-half 
veterate pessimist would find it { : , 
difficult not to be impressed by ° Canadian requirements, com- 
the exciting developments and pared with less than one-tenth 


taken of smaller needs a few years ago. 
place in Canada in the past two 


discoveries 


or three years. 


which have 


Previous periods -,- = monn senncaces.e-. emenem 


In addition, very substantial re- 
serves of natural gas have been 
proven. 


The development of the Labra- 
dor iron ore deposits is . being 
carried out on a seale unique in 
Canadian mining history. An es- 
timated $200 million will be 
spent to bring into production and 
to transport to the coast an out- 
put of 10 million tons of iron 
ore a year by 1956. This involves 
the building of a 360-mile rail- 
way through virgin wilderness, 
of terminal facilities and ore- 
loading docks, of power installa- 
tions and townsites. Proven re- 
serves now total over 400 million 
tons of open-pit ore averaging 
10% higher in grade than the 
standard ores now being shipped 
from the Mesabi range. The Lab- 
rador development is, of course, 
additional to .other new iron ore 
ventures already in large-scale 
production in the Lake Superior 
region and elsewhere in northern 
Ontario, notably at Steep Rock 
Lake. 


In addition to oil and iron, ex- 
pansion is under way in nearly 
all of Canada’s other -primary 
resources. In base metals, for 
instance, great increases in pro- 
ductive capacity are being carried 


out in aluminum, nickel, zinc, . 
tungsten and. 


uranium, cobalt, 
titanium, to name only the most 
important. Some of these pro- 
jects are of the first magnitude: 


the great aluminum plant at 
Kitimat, a half - billion - dellar 
project in the wilds of northerp 
British Columbia; uranium min- 
ing on a large scale in the Bea- 
verlodge Lake area of Saskat- 
chewan; the opening up of major 
new sourees of nickel and cobalt 
and zine. In forest products, there 
have been a steady modernization 
and expansion of pulp and paper 
plants and a very large increase 
in the output and export of lum- 
ber. Prairie farmers have made 
rapid progress during recent years 
in the mechanization of wheat 
farming, and have just reaped by 
far their largest crop, a crop of 
very high grade. 

Development of primary re- 
sources is only One aspect of this 
economic dynamism. The 
of population and output in re- 
cent years has made necessary 2 
corresponding growth and mod- 
ernization of the basic utilities 
and transportation facilities. Per- 


-haps the most important trans- 


portation development facing 
Canada since the building of the 
Canadian Pacific Raliway is the 
proposed St. Lawrence roe | 
and power project, which 

bring ocean shipping into the 
heart of the continent and provide 
badly needed additional electric 
power for Ontario industry. E 
hope that, at long last, its con- 
struction will begin in 1953. 


Enlargement of Manufacturing 


In another important area of 
economic activity since the war, 
the modernization and enlarge- 
ment of manufacturing plants 
have kept pace with the rest. 
Among the more notable devel- 
opments 42 .this field in recent 


‘years:‘have been the growth of the 


airctaft, electronic, and chemica) 
industries, the expansion of the 
steel industry, and progress in 
atomic energy research. Canadian 
steel production has doubled over 
the past decade. 

Since 1945 population has risen 
by 16% and national product by 
over 20%; the camparable growth 
in the United States is 12% for 


Continued on page 38 





of rapid expansion in Canadian 
history have been rather nar- 
rowly-based, drawing their im- 
petus from development in rela- 
tively few specialized lines or 
regions. Today, however, growth 
is taking place over practically 
the whole range of the economy— 
in primary resources, in basic 
utilities and communications, and 


in manufacturing. Never before 
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The report of the IBA State 
Legislation Committee was pre- 
sented to the 41st Annual Conven- 
tien at Hollywood, Fla., by Charles 
S. Vrtis, of 
Glore, Forgan 
& Co., Chi- 
cago. The re- 
port, as in pre- 
vious years, 
dealt with 
matters of 
state legisla- 
tion during 
the current 
legislative 
year that di- 
rectly or indi- 
rectly affected 
investments in 
securities 
such as Blue 
Sky laws, and laws relating to 
legal investments, taxation and 
abandoned property. 


Charles S. Vrties 


The text of the Committee’s 
report, minus the appendices, fol- 
lows: 

The legislatures have been in 
regular session this year in 10 
states, in budget session in three 
states and in special session in 
three states. 

Although there have been no 

portant amendments to State 
Blue Sky laws this year, there 
have been important amendments 
to legal investment laws, tax 
laws and abandoned property 
laws, and much work has been 
dione in preparing amendments to 
er complete revisions of Blue Sky 
laws for submission to legislatures 
mext year when most of the State 
Legislatures will be in regular 
session. 

The Committee wishes particu- 
larly to commend work which has 
een done by group legislation 
committees of the Association and 
‘by special committees in prepar- 
ing amendments for submission to 
State Legislatures next year and 
im satisfactorily settling adminis- 
trative problems regarding inter- 
pretation of Blue Sky laws this 
year, all of which are discussed 
in more detail in subsequent sec- 
tions of this report. 


Distribution of Identifying 
Statements Under SEC Rule 132 


On Oct. 1 the SEC announced 
the adoption of Rule 132 which 
permits the distribution of “iden- 
tifying statements,” containing 
specified information regarding 
securities for which a registration 
statement has been filed under the 
Federal Securities Act of 1933, to 
the public prior to the effective 
date of registration of those secu- 
rities. 


Since many State Blue Sky laws 
make it unlawful to “sell” any 
securities (with certain specified 
exceptions) until such securities 
have been registered in the state 
or certain filing requirements 
have been complied with and also 
define “sell” to include any “at- 
tempt to sell” or “solicitation of 
an offer to buy,” there is a prob- 
lem as to whether or not the dis- 
tribution of an “identifying state- 
ment” to the public prior to 
registration of the securities de- 
scribed therein under such state 
laws would constitute an “attempt 
to sell” and, therefore, an unlaw- 
ful “sale.” 


The IBA has made a survey to 
obtain the opinion of the State 
Securities Commissioners as to 
whether it is permissible for reg- 
istered dealers and salesmen to 
distribute “identifying statements” 
meeting the requirements of SEC 
Rule 132 to the public in the re- 
spective states prior to registra- 
tion of the securities described 
therein under the respective State 
Blue Sky laws, and the results of 
this survey were published in 
“IBA Washington Bulletin No. 3,” 
1952. Since this survey was based 
upon the opinions of State Secu- 
rities Commissioners, it should be 
noted that an opinion by a State 
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New State Legislation Affecting Securities 


Charles S. Vrtis, of Glore, Forgan & Co., Chicago, Chairman of IBA State 

Legislation Committee, presents report listing important amendments to legal 

investment laws, tax laws and abandoned property laws which affect securi- 

ties. Reveals handicap of implementing SEC’s rule 132 on distribution of 

“identifying statements,” because of State Blue Sky laws, and reviews legal 
cases arising out of such legislation. 


Securities Commissioner that such 
distribution of identifying state- 
ments is permissible under the 
law of his state does not eliminate 
the possibility of civil liability in 
certain states if a court should 
conclude that the Commissioner 
was wrong in his interpretation 
of the law. 


Forum on Blue Sky Law Problems 


At the 35th Annual Convention 
of the National Association of Se- 
curities Administrators (whose 
members are the State Securities 
Commissioners), in September, the 
IBA arranged for three represen- 
tatives of the investment banking 
industry to participate in a forum 
on “Blue Sky Law Problems.” The 
industry representatives on the 
panel were Charles S. Vrtis (Glore, 
Forgan & Co., Chicago), Chairman 
of the IBA State Legislation Com- 
mittee; Roger L. Severns (a part- 
ner in the law firm of Isham, 
Lincoln & Beale, Chicago), and 
Gordon L. Calvert (Assistant to 
General Counsel of the IBA). The 
statements of the three industry 
representatives are summarized as 
follows: 


Mr. Vrtis: (1) Experience of 
nearly 20 years under regulation 
at both Federal and state levels 
indicates that many State Blue 
Sky laws today are seriously out- 
moded and in need of revision. 


(2) Most Blue Sky laws today 
are designed to reach the fringe 
operator but in the process unwar- 
ranted shackles and restrictions 
are placed on the reputable deal- 
ers who do the great bulk of the 
country’s business. 

(3) Additional reasons for a 
new type law in many states may 
be found in (a) tendency toward 
assumption of arbitrary adminis- 
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trative discretion under many ex- 
isting statutes, and (b) need for 
elimination of all unnecessary 
costs and delays incident to the 
public distribution of securities in 
order to provide protection to 
dealers and to remove present in- 
equalities that tend to favor pri- 
vate placements. 


(4) A notification type of law, 
such as the Pennsylvania Securi- 
ties Act or the notification type 
model act prepared by the IBA, is 
considered to embody sound prin- 
ciples and to represent modern 
state securities regulation. 


(5) The soft spot in state regu- 
lation is the human element. 
People commit frauds; securities 
do not. People commit errors of 
commission and omission; securi- 
ties do not. A law of the notifica- 
tion type, emphasizing the regis- 
tration of dealers and the preven- 
tion of fraud, properly recognizes 
the principle that there is no sub- 
stitute for integrity. 


Mr. Severns: (1) Difficulties are 
involved in qualification of new 
offerings under Blue Sky laws be- 
cause of (a) cost, (b) the general 
lack of uniformity im the theory 
and pattern of Blue Sky legisla- 
tion and in administrative inter- 
pretations of such legislation, (c) 
the delay in qualification, and 


(d) obsolete and ambiguous pro- - 


visions in state statutes. 

(2) Obstacles are placed in the 
way of speculative securities un- 
der many securities laws and the 
consequence is private placement 
of new securities, excluding the 
small investor who has. a small 
amount of risk capital to invest. 

(3) Possible solutions to prob- 
lems are: 

(a) Uniformity and simplicity 
of Blue Sky ‘legislation 
which may be most easily 
accomplished by the dealer- 
notification type statute; 
Uniformity of administra- 
tive interpretation; 
Cooperation of other agen- 
cies in the state govern- 
ments in giving considera- 
tion to and rulings on ques- 
tions within their special 
competencies. 

Mr. Calvert: (1) Problems un- 

der State Blue Sky laws include 
the need to: 


(a) Permit distribution of an 
“identifying statement” 
meeting the requirements 
of proposed SEC Rule 132 
to the public prior to state 
registration of securities de- 
scribed therein; 


Exempt sales by registered 
dealers in the secondary 
market under specified 
conditions; 
Eliminate arbitrary bases 
for denying registration of 
securities; 
Exempt offerings to exist- 
ing stockholders; 
Simplify and make more 
uniform the _ registration 
procedure for issues regis- 
tered with the SEC by use 
of uniform application 
form; 

(f) Adopt complete new laws 
in some states. 


(2) The IBA has prepared two 
model Blue Sky laws, one of the 
qualification type and the other 
of the notification type, for use in 
states where a complete new law 
is needed. 


(3) The notification type law is 
preferred over the qualification 
type law because it permits reput- 
able dealers to conduct legitimate 
business without unnecessary re- 
strictions but enables adminis— 
trator (i) to deny right to en- 
gage in business to persons who 
engage in fraudulent activities 
and (ii). to forbid sale of securities 
which would work or tend te 
work a fraud on purchasers 
thereof 


A limited number of copies-of 
the complete statements by the 
three industry representatives on 
the panel are available. 


In general, the three industry 
representatives on the panel all 
concluded that.a desirable objec- 
tive is the enactment of a notifi- 
cation type Blue Sky law which 
emphasizes the registration and 
supervision of securities dealers 
and salesmen and’ provides that 
non-exempt securities may be sold 
by registered dealers as soon as a 
notice of intent to sell such seeu- 
rities and a copy of the prospectus 
regarding such securities are filed 
with the state commission (rather 
than requiring the registration of 
securities by qualification). Em- 
phasis was placed upon the fact 
that the notification type of Blue 
Sky law pretects investors against 
the perpetration of fraud in the 
purchase and sale of -securities 
with a minimum of restraint on 
the legitimate conduct of the se- 
curities business by reputable 
dealers. 


Since the present Pennsylvania 
Securities Act is a Blue Sky law 
of the notification type, it is par- 
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In commenting on the current 
situation and the outlook for in- 
dustrial securities, Eaton Taylor 
of Dean Witter & Co., Chairman 
of the IBA 
Industrial Se- 
curities Com- 
mittee, re- 
vealed in the 
report of his 
committee to 
the 4list An- 
nual Conven- 
tion of the 
Association at 
Hollywood, 
Fla., the posi- 
tion of indus- 
trial compan- 
ies today as 
compared 
with 1939, and 
stressed the adverse effects of 
high taxation on the cash and 
working capital condition of busi- 
mess concerns. 


The text of the Committee’s 
report follows: 

I believe it is customary on oc- 
casions such as these to comment 
on the outlook and to make pre- 
dictions or projections on what 
the future may have in store 
far us. 


Recently I came across a num- 
ber of such forecasts; made and 
published by eminent economists 
in 1947 and 1948.. They reflected 
the thinking of industry at that 
time and were based on the plans 
of the bulk of American industry. 
It probably was as competent a 
survey of the business outlook as 
could be made in the light of cir- 
cumstances then existing. The 
projections dealt, among others, 
with the expenditures which in- 
dustry was expected to make for 
new facilities and for which capi- 
tal would have to be found during 
the period from 1948 to 1952. 


These projections were written 
in a rather optimistic vein and 
with a good deal of confidence 
even though industrial expansion 
was at a high plateau at that time. 
It is sobering to compare the fore- 
casts with the actual events. The 
forecasters expected that all in- 
dustry, including utilities, mining 
and transportation, but excluding 
commercial and miscellaneous, 
would spend close to $10 billion on 
new facilities in each of the years 
1951 and i952. The latest report 
by the SEC shows that the indus- 
tries included in this forecast ac- 
tually spent close to $19 billion on 
new facilities in 1951 and are well 
on the way toward spending over 
$20 billion in 1952, excluding 





Eaton Tayior 





about $7 billion for commercial 
and miscellaneous facilities. Also 
in 1947 gross national product in 
the early 1950’s was forecast on an 
average level of less than $200 bil- 
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Eaton Taylor of Dean Witter & Co., Chairman of IBA Industrial Securities 
Committee, points out high taxes are a factor in slowing down plant expan- 
sion and in lowering working capital and cash position of industrial companies. 
Calls attention to possible effects of transition from rearmament program, in 
which working capital and cash resources will play an unusually important role. 


lion. Actually, it is now running 
at an arinual rate of 70% higher, 
or around $340 billion. 


The forecasters of 1947 and 1943 
can, perhaps, not be blamed for 
being 100% to 70% wrong in their 
projections. They left out of their 
reckoning such unforeseen events 
as the Korean War, rearmament 
and inflationary forces. At the 
same time, it brings back to mind 
a realistic observation by Rud- 
yard Kipling which went, if I 
+ regard rightly, something like 


the last year that was “ex” hot war, 
“ex” cold war, ex-inflation, ex- 
rearmament and huge government 
orders and ex the present tax 
burden. In retrospect, it may well 
be regarded as the last so-called 
“normal” year in so far as finan- 
cial ratios are concerned. 

Some of the more striking fea- 
tures of the trends that are high- 
lighted by these comparisons of 
1939 and 1951 should be of prac- 
tical value in considering the out- 
= for financing and underwrit- 


slow first half of a given year, 
must squeeze out of their re- 
sources, with little delay, 
large amount of cash necessary 


large tax bills by June 15. 


2% in 1939. 


g. 
Nothing, of course, has brought 


“Ah, what avails the best about a greater change in the fi- 


intent nancial . sieture . of 1939. This 82% rise in book value 
And what the cultured than the ms scaan! tna a of plant seems modest and con- 
word though we may have reached the servative compared with the 350% 
incident reached the point of their maxi- ®#™¢ Period. To put it another 


That actually occurred.” 


I believe you will appreciate 
my disinclination to venture very 
far into the field of pat predictions 
and the forecasting of figures. 

I would rather remain on the 
firmer ground of known §facts— 
more particularly the facts and 
figures with which we deal every 
day, and, after presenting some 
rather significant comparisons, 
leave it to you to make your own 


mum impact on cash require- 
ments. Prior to the enactment of 
the Mills Bill, corporations had, 
in effect, for a full year the use 
of amounts reserved for taxes. 
The Mills Bill is accelerating tax 
payments and calls for an increas- 
ing proportion of taxes to be paid 
in the first half of each year. By 
1955 all taxes for one year must 
be paid in the first half of the 
next year. As the Mills Bill be- 


the increase over 1939 is, 


projections. pn oooiae mene a which we are currently measur- 
Date on-Industeiel Company cash. This will be a perennial and ing the sales volume. Yet, even at 


Earnings 


The data on which I want to 
comment are a few figures and 
ratios taken from what is, in ef- 
fect, a sample of the comparative 
balance sheet and profit and loss 
statement of American industry 
showing what changes have come 
about in recent years and where 
we stand at this time. The data I 
am speaking of are taken from the 
combined balance sheet and profit 
and loss statement of the compa- 
nies making up the Dow-Jones 
Industrials, but excluding Ameri- 
can Telephone & Telegraph. They 


not a temporary problem as long 
as the Mills Bill remains on the 
statute books. It is rather startling 
to see that our sample corpo- 
ration’s tax liability at the end of 
1951 was equal to 81% of all cash 
and governments held at the year- 
end, compared with a correspond- 
ing figure of only 20% in 1939. In 
other words, the acceleration of 
tax payments will have a material 
and possibly permanent bearing 
on corporate cash requirements. 
The problem will be aggravated 
for companies which, in a poor or 


half in 1939. 


helped 


the 
to pay the preceding good year’s 


Incidentally, 1951 tax accruals 
were 1857% ahead of those of 1939 
and the amount of these tax ac- 
cruals was equal to 21% of pre- 
ferred and common stockholders’ 
equity, compared with less than 


In sharp contrast to the 1857% 
increase in tax accruals, net plant 
value increased by only 82% since 


way, net plant value is now turned 
over once every 100 days while 
in 1939 it was turned over only 
once every 260 days. Part of this 
relatively high rate of sales and 
of 
course, due to the facts that in 
1939 industry in general was op- 
erating below capacity levels and 
that much of our present plant in- 
vestment represents dollars which 
had a much greater purchasing 
power than the dollars with 


that, it would seem to indicate 
that the amount of dollars rep- 
resented by plants and facilities 
on the balance sheet is not, rela- 
tively, as top-heavy as is some- 
times believed. It is a reassuring 
consideration that plants and 
facilities currently account for 
not much over one-third, of total 
assets compared with almost one- 


Accelerated and otherwise in- 
creased depreciation rates have 
to keep within rather 
satisfactory proportions the net 
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book value of the stockholders’ 
dollars now tied up in brick, 
mortar and machinery. It appears 
that the bulk of all facilities ex- ~ 
isting prior to the war is now 
fully offset by depreciation re- 
serves. However, an abnormal 
amount of these fully depreciated 
facilities is still on the active 
list, operating-wise, in order to 
meet the pressing backlog of 
orders. In the event of a decline 
in volume these older, obsolescent 
facilities can, and _—ey 
will, be retired and charged in 
full to depreciation reserves, thus 
causing no change in the net book 
value of plant. However, it is 
necessary to bear in mind that 
depreciation provision in dollars 
—based, as it is, on original cost 
of years ago—is now wholly in- 
adequate to take care of the phys- 
ical replacement of a retired fa- 
cility. If and when it negeures 
necessary to replace, in kind, 
rated physical capacity, a greatly 
increased amount of cash 
needed for that purpose, and the. 
ratio of tons of capacity to dollars 
in plant investment will decline. 
This may lead to a measure of 
dilution of capital or of return on 
capital. 


A Two-Edged Proposition 

There are many cases where a 
plant manager or an _ invester 
“points with pride” to the faet 
that his plant has a replacement 
cost several times its book value. 
This is a two-edged proposition: 
He might also “view with alarm” 
the fact that for purposes of phys- 
ical replacement, he may in due 
time be up against a dilution and 
financing problem. 


So far, this problem has not 
made itself felt very much, The 
excellent overall results obtained 
in recent years by investing in 
the most modern, efficient and 
labor-saving manufacturing facil- 
ities, regardless of higher costs, is 
well illustrated by a comparison 
of 1939 and 1951: While in the 
latter year depreciation charges 
approximated 5% of gross plant 
value compared with only 3.6% 
in 1939, yet, the cost of deprecia- 


Continued on page 74 








are fairly representative of indus- 





try as a whole as they parallel 
quite closely the corresponding 
but much more comprehensive fig- 
ures of manufacturing corpora- 
tions published by the Federal 
Trade Commission and the SEC. 
All these comparisons exclude 
public utilities and railroads. They 
are a sample of manufacturing in- 
dustries in the narrower sense of 


that term and they stack up the 
year 1951 against 1939, that being 
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Charles C. Glavin of the First 
Boston Corporation, Chairman of 
the IBA Public Service Securities 
Committee, rendered the report 

of the Com- 
! mittee to the 
4ist Annual 
Convention of 
the Associa- 
tion at its 
meeting in 
Hollywood, 
Fla. The re- 
port, in addi- 
tion to fur- 
nishing data 
on public 
utility - earn- 
ings and in- 
vestment, 
called atten- 
tiontothe 
menace to 
private enterprise of the -rapid 
expansion of the Federal Govern- 
ment in the electric power : in- 
dustry. 


The text of the Committee’s 
report follows: 

Nationalization of our electric 
utility industry is the cornerstone 
of socialist planning, with the aim 
being ultimate nationalization of 
all industry. We are not dealing 
with a theory; public power has 
made serious inroads into the 
electric business and today sup- 
plies about 20% of the nation’s 
power needs. There are some signs 
that its growth is being slowed 
as the result of the battle being 


waged by the industry and by a 
little better public understanding 
of the issues. But the danger re- 
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Menace of Public Power to Private Investment 


IBA Public Service Securities Committe, whose Chainman is Charles C. Gla- 
vin of the First Boston Corporation, cal's attention to rapid growth of govern- 
ment electric power, “disguised as flood control, irrigation, navigation, recla- 
mation, and even national defense.”’ Holds private enterprise could do job with 
lower cost and. more efficiency, and cites increase in electric power earnings 
without substantial rise in service rates. Reveals heavy utility financing in 1952, 
which included A.T.&T. bond offering, largest corporate issue in U. S. history. 


mains acute and substantial. 
While the majority of our citizens 
have an indirect investment in the 
electric industry. through their in- 
surance policies and savings ac- 
counts, some three million people 
have a very direct interest in the 
privately owned companies as 
stockholders, Undoubtedly many 
of these people think of public 
pawer_as something. going on way 
out west—and most people don’t 
worry much about a ghost in 
somebody else’s house. A large 
segment of these three million 


stockholders are customers of our 


industry. Consequently, we can do 
something with these customers— 
and our other customers who don’t 
own utility shares — to educate 
them to the fact that public power 
is big, is real and is a national 
rather than a local threat to our 
investments and our economic 
system. 


Public Power Case Not Honestly 
Presented 

Probably the biggest obstacle in 

the fight has. been the fact -that 

proponents of public power have 








/ 





Since 








ASIEL 


11 Wall Street 


Telephone HAnover 2-5000 


Servicing 


Brokers and Dealers 


Teletype NY 1-1110 & NY 1-1111 


1878 


& Co. 


Members New York Steck Exchange 
Members New York Curb Exchange 


New York 5, N. Y. 
































LAURENCE M. 


Members New York Stock Exchange 
New York Curb Exchange ( Associate) 


49 Wall Street, New York 5, New York 


Telephone HAnover 2-95(0 








INDUSTRIAL, PUBLIC UTILITY, RAILROAD 


and MUNICIPAL SECURITIES 


UNLISTED TRADING DEPARTMENT 


Marks & Co. 





Teletype. N.Y. 1.344 











not, for the most part, presented 
their case honestly. Power proj- 
ects have been disguised as flood 
cantrol, irrigation, navigation, 
reclamation and even national de- 
sense. The electorate has thus 
been kept confused by mixing 
power with proper governmental 
junctions. But in recent years 
there have been proposals where 
the issue is clearly drawn between 
private enterprise and government 
ownership. 

One of these is the Niagara 
Power development — not to be 
confused with the St. Lawrence 
Seaway and Power development. 
By virtue of the 1950 treaty with 
Canada, additional water from the 
Niagara River may now be util- 
ized by the United States for 
power development. Bills are still 
pending in Congress for develop- 
ment by the Federal Government, 
by the State of New York, and by 
private enterprise. Under each of 
the three proposals there is no 
material difference in the devel- 
opment itself, so it is simply a 
case of who does it. Five New 
York State private companies 
have agreed jointly to finance and 
construct the project at no cost 
to the taxpayers—and there they 
stand, ready, willing and able to 
do the job. It seems to us that the 
very fact that in two years the 
private enterprise bill has not 
been reported out of committee 
favorably is real cause for alarm; 
this is proof enough of the politi- 
cal influence of the public power 
advocates. 


Another example is the Hell’s 
Canyon Project on the ‘Snake 


River in Idaho. A private company 


serving the area wants to develop 
the power potential of the river 
by building five low head dams, 
these to be built as the power is 
needed in the area. The Federal 
Government wants to build a huge 
single dam at a cost of $360 mil- 
lion for just the dam and power 
plant. Private development would 
cost less and produce more power 
and would not require expendi- 
ture of public funds. The real pur- 
pose is to export the power to the 
Pacific Northwest and use this as 
the back door approach to estab- 
lishing a Columbia Valley Au- 
thority. Hell’s Canyon is a project 
of the Bureau of Reclamation 
whose function is supposed to be 
the reclamation of arid lands. The 
truth is that this is an outright 
power project, and even the 
Bureau admits that 95% of the 
cost is to be allocated to power. 
Here again, then, is a clear case 
of decision between private en- 


* terprise and Federal power devel- 


opment — an aggressive attempt 
by government to do what private 
enterprise is ready, willing and 
able to do. 

The public power issue is not 
confined to such glamorous issues 
as big projects. Little understood 
or realized is the controversy 
going on over the “preference 
clause.” In the Flood Control Act 
of 1944 Congress provided that 
power génerated at U. S. Govern- 
ment dams shall be sold, exclu- 
sively if possible, to agencies of 
states and cities or other public 
-bodies and to cooperatives for dis- 
tribution dnd sale to their cus- 
tomers. Congress sought to estab- 
lish a workable power marketing 


policy and stipulated that only 


§ absolutely necessary transmission 


lines should be built by govern- 
ment to carry out the purposes of 
the Act, and the preference treat- 
ment of certain types of customers 
was clearly subject to the general 
intent of the Act — namely, the 
construction of only necessary 
lines and charges to customers 
sufficient to pay out public invest- 
ment in power facilities. 

The controversy revolves about 
the Interior Department’s inter- 
pretation of Congressional intent. 
Interior thinks it has a mandate 
to build a Federally controlled 
and operated transmission system 
to market all power produced by 
government power projects. Suc- 
cessful implementation of such a 
policy would result in uneconomic 
duplication of lines already in 
existence and the resulting effect 
on privately owned companies 
would range from damaging to 
ruinous. The proper answer lies 
in negotiating contracts to utilize 
existing lines to transmit such 
power to the preference cus- 
tomers. A number of these have 
been worked out and the Congress 
has been putting increased pres- 
sure on the governmental agencies 
to encourage such arrangements 
and avoid the expense and effects 
of duplication. 

The preference clause in itself 
fosters the growth ef municipal 
power business which is detri- 
mental to the industry, and the 
widely and continuosuly fought 
controversy over _ transmission 
compounds the injury. Here again 
we can see the activities and in- 
tentions of the public power advo- 
cates, and this fight is just as im- 
portant as the big name projects 
that seem to get most of the pub- 
lic’s attention. 


Private Enterprise Can Do 
the Job 


Another approach of the public 
power advocates is the statement 
that private enterprise can’t do 
the job of meeting our large pres- 
ent and future requirements and 
that the great size of these gov- 
ernment power projects makes 
government construction neces- 
sary. This is loose and misleading 
talk and the facts provide the 
answer. In the six years, 1946 
through 1951 the private electric 
industry has increased its gener- 
ating capacity from 40 million kw 
to 60 million, spending over, $10 
billion on new construction. Pres- 
ent plans for the years 1952 
through 1954 call for another 21 - 
million kw increase in capacity 
and expenditures of another $8 
billion. This record speaks for the 
vitality of the industry and its 
ability to do the job. 

In this connection, it is interest- 
ing to note that the only power 
shortage in the country is in the 
Pacific Northwest where public 
pewer has made its greatest 
strides. It makes one wonder if 
perhaps it was planned this way—- 
to justify the government’s pro- 
posal to build eight steam gener- 
ating plants in the Northwest, 
and to push us further and further 
down the road of public power. 


We have already mentioned the 
willingness and ability of private 
enterprise to take on the develop- 
ment of the very large Niagara 
Power project and the develop- 
ment of the Snake River. Electric 
Energy, Inc. was formed and fi- 
nanced by five private companies 
to generate power for the atomic 
energy plant at Paducah. And re- 
cently it was announced that 15 
private utility companies have 
jointly formed The Ohio Valley 
Electric Co. to provide power to 
the Atomic Energy Commission’s 
gaseous diffusion plant. This com- 
pany will have 2,200,000 kw of 
generating capacity. These exam- 
ples of what private enterprise can 
and will do should be sufficient an- 
swer to that excuse for public 
power. 


The recent change of Adminis- 
tration in Washington may well 
change the position of public 
power. If government will cease to 
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Finds Little Grist in New Aviation Financing 


In its report to the 4lst Annual 
Convention of the Investment 
Bankers Association at Hollywood, 

Fla., the Avia- 

tion Securities 
. Committee, 

headed by 
*Hugh Know!l- 
ton of Kuhn, 

Loeb & Co., 

New York 

City, ex- 

plained the 

dearth of fi- 
nancing§ in 
this field, 
which _ exists 
despite the 

Steadily. in- 

creasing busi- 

ness of both 

the transpor- 
tation and the manufacturing 
- branches of the industry. 


The text of the Committee's 
’ report follows: 
The year 1952 has yielded a 
poor harvest for the investment 
banker in.dhe field of aviation 
_ financing.- In the airline end <i 
the industry there have been six 
stock issues totalling only $33,- 
_ 600,000, one of which was without 
underwriting..and one of whieh 
accounted. for two-thirds of the 
total.dollar amount; and only. two 
issues of bonds er debentures 
totalling $10,250,000, of which 
$10,000,000 was placed privately. 
In the manufacturing end of the 
industry there were three issues 
of common stock totalling only 
$7,000,000, and one issue of notes 
amounting to $6,000,000 sold pri- 
vately. 
. In contrast to this dearth of 
capital financing, the industry has 
been throwing off a steadily in- 
creasing volume of business. The 
operating revenues of the domes- 
tic trunk airlines increased in the 
first eight months of 1952, 14% 
over the comparable period in 
1951, which is significant when it 
is remembered that the operating 
revenues of the airlines in 1951 
were 26% higher than in 1950. 
-In the manufacturing end of the 
business we find sales increasing 
at an even greater rate, the in- 
creases ranging in the case of the 
leading companies from 21% to 
* 295% and averaging about 85%. 


From this it can be seen that 
the reason for the meager grist 
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IBA Aviation Securities Committee, whose Chairman is Hugh Knowlton of 

Kuhn, Loeb & Co., reports, despite steadily increasing volume of business, 

there has been a dearth of capital financing during 1952 in the aviation in- 

dustry, and most of this has been placed privately. Attributes situation to 

airplane manufacturing companies financing through use of Federal Reserve 

“V” loans, secured by government contracts. Committee reviews recent tech- 
nical and other developments relating to aviation. 


which the industry has been 
throwing into the investment 
bankers’ mill does not stem from 
any lack of growth in the industry 
itself. Accordingly it is important 
to analyze the factors bringing 
about the prevailing condition. 


Transportation 
Let us first consider the situa- 
tion obtaining in the transporta- 
tion end of the business. Here we 
have an industry which not only 
is currently in a period of increas- 
ing gross revenues, but is also in 


the midst of a period of vastly ex-” 
panding capital assets. An air- 


line’s principal plant is its flight 
equipment. During the past few 
years all the airlines have, in 


varying degree, been increasing 


and modernizing their flight 
equipment. This has taken vast 


amounts of money, as the modern. 


plane is many times more ex- 
pensive than its predecessors. The 
total figure represented by pur- 
chases under this moderization 
program will, when. completed 
about the middle of 1954, be well 
in excess of $750,000,000. The 
planes acquired under this pro- 
gram are, in the four-engine class, 
the DC-6 and Constellation lines, 
the DC-7 and the Stratocruiser, 
and in the two-engine class the 
Convair and the 404. 

How has this plant been fi- 
nanced if not through investment 
banking channels? 

The managements of the air- 
lines have considered it prudent 
to depreciate their flight equip- 
ment over periods ranging from 
four to seven years, shorter by 


the capital assets of other busi- 
nesses. Obviously this has resulted 
in larger annual charges for de- 
preciation than if this equipment 
were depreciated over a_ long 
period of time. To date such an- 
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nual depreciation charges have 
been allowed by the government 
for income tax purposes, thus. 
lessening the tax burden and in- 
créasing the amount of available 
cash throw-off. The airline busi- 
ness has been fortunate enough 
in recent years to generate suffi-- 
cient cash funds to meet such 
depreciation charges. Therefore 
the annual depreciation charges 
of the airline industry have made 
such an important contribution 
to new capital needs as to make 
it possible for the airlines to fi- 
nance these needs.either out of 
internally generated funds or such 
funds supplemented by bank bor-. 
rowings. It is recognized that this 
statement is perhaps an over- 


‘simplitication of the picture and 


that the ability of the different 
airlines to finance without out- 
side aid other than bank borrow- 
ings varies within the industry. 
But it is believed that this is the 
basic explanation for the anomal- 
ous situation which the investment 
banking fraternity faces in this 
field. 

From the end of 1949 to the 
end of 1951, a period of great 
expansion in the airline industry, 
it is interesting to note that the 
long-term debt of the domestic 
airlines decreased from $148,000,- 
000 to $134,000,000. So long as the 
new capital requirements of the 
airline industry are primarily for 
flight equipment and so long as 
it is prudent and possible for air- 
lines to depreciate this equipment 
in a relatively short period due 
to the inroads of obsolescence, the 


‘soundest way for airlines to meet 
far than the depreciable life of 


iwew capital requ.:rcments which 
cannot be provided out of cash 
earnings, is by the issuance of 
common stock or by short-term 
debt obligations maturing con- 
currently with the depreciation 
of the financed equipment. There 
may be special situations where 


long-term debt or preferred stock | 


is appropriate, but certainly such 
securities gre not as_ suitable 
media for airline financing as 
they are for railroads, public 
utilities and industries whose 


have substantially longer useful 
lives coinciding more nearly to 
the length of time such securities 
will remain outstanding. 


Why then has there not been 
more common stock financing in 
the case of airlines during the past 
year? 

First let us look at the market 
action of airline stocks. 


In 1951, the Dow-Jones indus- 
trial average increased 14% and 


airline stocks showed an average- 


increase of 19%. However, from 
the beginning of 1952 to date air- 
line stocks have shown a decline 
of 20% against an increase in the 
industrial averages of 4% and a 
rise in rail averages of 27%. This 
indicates that the investing public 
has no hunger for airline stocks 
and that the market climate is 
net favorable for financing the 
industry's capital requirements 
by means of new stock issues. 
Corporate managements are sen- 
sitive to market conditions and 
are averse to selling their com- 
panies’ common stock at depressed 
prices. 

What are the reasons for the 
disfavor with which airline stocks 
are currently regarded? 


In 1947 and 1948 the airlines of 


the country passed through a well-- 
remembered crisis. Thereafter, 
with the pick-up in business and: 
the improvement in the economy: 
of operations brought about by- 
better cost controls and new and 
more efficient equipment, the for-: 
tunes of: the airlines took an up- 
ward trend with increasingly 
large net earnings carrying 
through 1951. This year the results. 
of airline operations have, with 
one or two notable exceptions, 
taken a turn for the worse. Net 
earnings, in spite of the continu- 
ing increase in total revenues 


noted above, have shown a marked 


decline..This has been. due to 
various causes which can be sum- 
marized by the statement that 


costs have increased faster than. 
revenues in spite of the mederni-. 


zation of flight equipment which 
has been rapidly taking place 
throughout the industry. It is true 
that two unusual events took place 
in 1952 which had an adverse ef- 
fect on airline earnings: 


(1) the closing of the Newark 
Airport resulting from the three 
accidents in Elizabeth, N. J.; arid 

(2) curtailed operations result- 
ing from a period of gasoline ra- 
tioning caused by the oil strike. 


But there was a reason for the 
decrease in earnings far more 
fundamental than these non-re- 
curring events, viz., the narrowing 
of the margin of net profit 
brought about: 


(1) By the gain in expenses, in- 
cluding taxes, in their race against 
gross revenues, and 

(2) the depressing effect on 
gross revenues brought about by 
the decrease in the average rates 


charged by the industry. ; 


Rates have declined in the face 
of mounting costs for materials 
and labor and heavier tax burdens. 
This is not the first time that the 
industry has presented the a 
aly of lowering rates in spite oi 
the increasing demand for seats 
and other space. The airline in- 
dustry seems to be unique in its 
habit of cheapening the price of 
‘its product when the demand is 
great and attempting to increase 
its price when demand has 
fallen off. The present tendency 
toward lower rates is due partly 
to pressure from the CAB and 
perhaps more importantly to the 
development of coach service with 
aw aves sares, it is probably still 
too early to say categorically 
whether the tremendous growth of 
coach travel is a healthy thing for 
the airlines. It is true that it has 
stimulated the demand for the air- 
lines’ product, but at what cost? 
The answer will be clearer in the 
next year or two. Meanwhile the 
fact remains that unless the de- 


cline in profit ‘margins can be 
erased the airlines will be facing 
a period of profitless prosperity. 
It is suggested that a useful 
Continued on page 65 
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Charles L. Bergmann, of R. W. 
Pressprich & Co., Chairman of the 
Railroad Securities Committee of 
the Investment Bankers Associa- 
tion, on Dec. 
3, presented 
the report of 
his committee 
to the 4lst 
Convention of 
the Associa- 
tion meeting 
at Hollywood, 
Fla. He called 
attention to 
revival of in- 
vestor interest 
in railroad se- 
curities, but 
warned de- 
spite larger 
revenues the 
rails are not earning an adequate 
return on their property invest- 
ment. 


The text of the Committee’s 
report follows: 


During the year 1952 railroad 
bonds and stocks found increasing 
favor with investors. The Dow- 
Jones rail averages which stood 
at 81.70 at the end of 1951 rose 
to 103.95 on Nov. 20, 1952, a 27% 
increase. This contrasts with an 
increase of only 4% in the Dow- 
Jones industrial averages in the 
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Market for Railroad Securities Much 


Railroad Securities Committee of IBA, headed by Charles L. Bergmann of 
R. W. Pressprich & Co. as Chairman, notes rise in Dow-Jones rail average of 
27% in year, accompanied by increase in rail carriers’ revenue to a record 
high. Points out, despite all this, rail earnings, in terms of property investment, 
are still inadequate, and do not reflect $8 billion increase in capital expendi- 
ture since end of war. Finds 1953 rail outlook has both favorable and 


same period. Likewise, an accept- 
able index of railroad income 
bond prices shows an increase of 
nearly 8% in this period. Further, 
dealers in investment quality rail- 
road bonds have noted an in- 
creased demand for this type of 
security. 

The improved market status of 
railroad securities may be attrib- 
uted to two main factors: (1) the 
relatively favorable 1952 finan- 
cial results and (2) the improved 
outlook for essential and construc- 
tive revisions of our national 
transportation policy. 


Revenues at All-time High 


Gross revenues in 1952 may 
reach an all-time high of $11,000,- 
000,000. Estimated net income of 
$750-760,000,000 would be greater 
than that for any year of the last 
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unfavorable aspects. 


two decades excluding the war 
years of 1942 and 1943. Although 
earnings as reported for 1950 were 
somewhat higher than estimated 
1952 results, these figures included 
substantial amounts of retroactive 
mail pay properly allocable to 
earlier years. Dividend payments 
estimated at $350,000,000 will be 
the highest payout since 1930. 


Earnings for the year 1952 were 
benefited substantially by rate 
increases which became effective 
in April of this year. These rate 
increases amounting to approxi- 
mately 15% with exceptions su- 
perseded two partial interim in- 
creases granted during 1951. It is 
significant to note that the amounts 
of increases granted this year were 
the full amounts which the car- 
riers sought and for the first 
time in our recollection the ICC 
did not withhold some part of the 
relief requested. On the other 
hand, there was, as so frequently 
has been the case, a prolonged and 
costly delay between the applica- 
tion for the increases and the 
granting thereof by the Com- 
mission. 


It should be noted that the fa- 
vorable 1952 financial results are 
not all they seem. Appraised in 
terms of return on railroad prop- 
erty investment or in terms of 
purchasing power, railroad earn- 
ings are still inadequate. Also, 
under ICC acounting procedure 
railroad earnings as reported re- 
flect income tax savings derived 
from accelerated amortization 
privileges but do not reflect the 
total amortization charges. How- 
ever, four to five years hence re- 
ported earnings will no longer 
reflect the benefit of the tax 
savings, whereas the depreciation 
charges for these facilities will 
continue to be included in the 
expense accounts. 


Capital Expenditures 


Capital expenditures made by 
the railroad industry during 1952 
will approximate $1,375,000,000, 
of which slightly more than a bil- 
lion dollars is for the acquisition 
of equipment and the remainder 
for additions and betterments to 
roadway and structures. This will 
bring to nearly $8,000,000,000 the 
total of capital expenditures made 
since the end of World War II. 
It is significant to note that the 
total indebtedness of the railroad 
industry is little more than the 
amount of capital expenditures 
made in the last seven years. Ex- 
cept for equipment financing the 
industry has not been a -seeker 
of new capital to any important 


extent. To the contrary, it has ac- 
tually been reducing the volume 
of securities in which we deal 
most actively. 

During the year 1952 it is esti- 
mated that approximately $269,- 
000,000 of long-term bonds will 
have been issued by railroad bor- 
rowers, of which all but $16,000,- 
000 was for refunding purposes. 
The financing of new equipment 
will result in the issuance of about 
$266,000,000 of Equipment Trust 
Certificates and the placement of 
about $316,000,000 of conditional 
sales agreements. The so-called 
Equitable Plan of equipment leas- 
ing was employed with respect to 
equipment having an estimated 
value of $24,000,000, a relatively 
small part of the total. 


More Stock-Splits Urged 


In our report for 1951 we noted 
that many railroad companies 
were reporting very large earn- 
ings per share on their common 
stocks and further commented 
that these created a false impres- 
sion of prosperity for the railroad 
industry. We then stated, “In most 
cases large per share earnings are 
the result of a small stock capi- 
talization against a large property 
investment earning only an aver- 
age rate of return” and went on 
to suggest that such companies 
correct this false impression by 
increasing the number of shares 
outstanding either by steck divi- 
dends or stock split-ups. It is in- 
teresting to note that during 1952 
to date three railroad companies 
split their outstanding capital 
stocks. We suggest that there are 
other well known companies that 
might properly consider this pro- 
cedure. 

We also recommend that com- 
panies contemplating financing 
programs, either for the purpose 
of raising new money or for re- 
funding maturing obligations, give 
greater consideration to the issu- 
ance of convertible bonds. In view 
of the relatively favorable market 
for railroad equities which exists 
today such a procedure could re- 
sult in a lower borrowing cost and 
at the same time provide potential 
opportunities for further improve- 
ment in the industry’s debt ratio. 

The main competitive threat to 
the railroad industry continues to 
be the highway carrier. Huge 
highway construction programs at 
public expense enable the trucker 
to operate at a competitive ad- 
vantage. However, the recent 


trend toward construction of toll 
roads and the imposition of ade- 


Improved 


quate user charges should make 
highway competition more equit- 
able. 

Outlook for 1953 


Looking ahead, the outlook for 
1953 has both favorable and un- 
favorable aspects. Obviously, the 
financial results for 1953 will de- 
pend both on the volume of busi- 
ness which will be handled and 
the cost of producing the trans- 
portation service. With so many 
well known economists in dis- 
agreement on the business out- 
look for 1953 it does not seem 
appropriate for this committee to 
voice an opinion on the prospec- 
tive railroad traffic volume. How- 
ever, inasmuch as wages repre- 
sent such a large part of railroad 
operating costs some comment 
pertaining thereto is pertinent. 

A large part of railroad labor is 
working under agreements which 
expire in October, 1953. These 
agreements provide for changes 
in hourly wage rates upward or 
downward in accordance with a 
formula tied to a cost of living 
index. If the wage rates currently 
in effect prevail throughout all of 
next year and there is no change 
in the level of railroad employ- 
ment, next year’s wage bill might 
be some $67,000,000 higher than 
the 1952 level due to the escalator 
provision. Further, if the program 
of negotiating new contracts to 
supersede those now expiring late 
in 1953 seeks to secure for railroad 
workers the same percentage in- 
creases achieved by the steel work- 
ers, and probably the coal indus- 
try, in the period from January, 
1950 to August, 1952, the railroad 
wage bill might be further in- 
creased by an estimated $400,- 
000,000. 

On the more favorable side is 
the ever widening recognition of 
the problems posed to transporta- 
tion by outmoded and unrealistic 
regulatory policies, both at the 
state and the national levels. One 
of the mest significant, as well as 
recent, positions on this subject 
was taken by the .National Asso- 
ciation of Railroad and Utility 
Commissioners at its annual meet- 
ing during November of this year. 
The Association, with 42 states 
represented, adopted a committee 


report embodying eight specific 
recommendations designed to put 
railroad passenger service on a 
paying basis. Space does not per- 
mit incorporating all the recom- 
mendations in this discussion but 
two of the most significant will be 
summarized. One recommendation 
holds that where a service cannot 
be made compensatory its aban- 
donment should be permitted. 
Another recommends that the As- 
sociation record itself as favoring 
the imposition of compensatory 
user charges on all forms of com- 
mercial passenger transportation 
making use of roadways, airways 


Continued on page 46 
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Reports 1952 Municipal Issues at Record Hig 


Lewis Miller, Assistant Vice- 
President of 
the First Na- 
tional Bank 
of Chicago, 
Chairman 
of the Munici- 
pal Securities 
Committee of 
the IBA, pre- 
sented the Re- 
port of the 
Committee to 
the 4lst An- 
nual Conven- 
tion, that met 
in Hollywood, 
Fla., from Nov. 
3U w Dec. 5. 


The text of the Report follows: 

With but a month remaining in 
1952 the record to date evidences 
that the amount of new issues of 
long-term municipal bonds put 
out during the year will be sub- 
stantially in excess of any earlier 
year. The previous record high 
in the volume of such issues was 
made in 1950 when the total was 
about $3.7 billion. During the 
first ten months of this year cor- 
responding figures exceeded that 
amount by about $60 million. 

For the purpose of comparison 
there is noted below the amount 
of new issues of municipals, both 
notes and long-term, put out dur- 
ing the first ten months of this 
year and during a like period of 
each of the two preceding years. 

» There were two sources of very 
sizable issuance during the year 
of blocks of new issues of munici- 
pal. bonds: 

(1) The local housing authori- 
ties put out two blocks of bonds 
totaling $304.5 million. The first 
was on Jan. 15 in the amount of 
approximately $133.8 million and 
the other was on Sept. 23 totaling 
about $170.7 million; and 


(2) On June 4 of this year the 
Ohio Turnpike Commission sold 
$326 million of State of Ohio Turn- 
pike revenue bonds. This was the 
largest single issue of revenue 
bonds ever sold. In 1950 the Com- 
monwealth of Pennsylvania issued 
$375 million veterans’ compensa- 
tion bonds. This is the record high 
in the amount of any single issue 
of municipal bonds. They, how- 
ever, are general obligations of 
the State. 

The records indicate a substan- 
tial accumulation of authorized 
but unissued municipal bonds that 
are expected to be marketed dur- 
ing the next few years. The total 
of such issues put out in 1953 may 
equal or exceed the 1952 volume. 


The Market’s Course in 1952 


In our Interim Report of last 
May we reported that despite the 
substantial amount of new issues 
of long-term municipals during 
the first four months of this year 
the market stood up very well. In 
fact, it improved from a 2.11% 
yield basis at the opening of the 
year—using the “Bond Buyer’s” 
market index of average yields of 
bonds of 20 large municipal units 
—to a 2.03% basis through April. 





Lewis Miller 


IBA Municipal Securities Committee, headed by Lewis Miller, Assistant Vice- 
President of the First National Bank of Chicago as Chairman, points out new 
issues of long-term municipal bonds in current year will greatly exceed those 
of the previous year, with result that, affected by weight of offerings, the 
yield index has declined moderately. Discusses negotiability of State and mu- 
nicipal securities under proposed uniform commercial code, and renews Asso- 
ciation’s opposition to use of municipal credit in financing private projects. 


Since then, however, beginning in 
May there was a steady decline 
from the 2.03% basis to a 2.39% 
basis in October. As of Nov. 20 
the yield basis shown by the index 
was 2.37%. 

The market was, of course, af- 
fected by the weight ot orterings 
during the year including the re- 
lease of the above mentioned 
large public housing offerings, the 
second of which was postponed 
from March until the latter part 
of September. Also the removal 
of the Voluntary Credit Restraint 
restrictions around the first of 
April helped to accelerate the vol- 
ume of new issues. 


Negotiability of Municipals Under 
The Proposed Uniform 
Commercial Code 


There is no need to review here 
our efforts over the past several 
years, particularly since 1938, to 
have municipal revenue bonds de- 
clared by law to be “negotiable 
instruments” along with general 
obligations. From various of our 
reports from time to time it is 
clear that experience has taught 
us the importance of having legis- 
lative enactments in each state 
declaring such bonds which have 
the attributes of negotiability to 
be negotiable instruments. The 
matter of clearly specifying nego- 
tiability and not leaving it to as- 
sumption or subsequent argument 
and later court action is, we con- 
sider, not only highly important 
but essential among the marketing 
and. protective features of state 
and municipal securities. 

As reported at two of our pre- 
vious meetings this year a very 
extensive proposed Code, known 
as the Uniform Commercial Code, 
was drafted under the direction 
of members of the National Con- 
ference of Commissioners on Uni- 
form State Laws. the American 
Law Institute and the American 
Bar Association, for the purpose of 
ultimately recommending it to the 
legislatures of owr states for adop- 
tion by those bodies. 


A great deal of work and care- 
ful study was devoted to this pro- 
posed Code by members of the 
above mentioned organizations. 
We appreciate that when adopted 
by the states it will add materially 
to desirable and protective fea- 


tures of municipal securities — 
validation, recitals, estoppel and 
other phases. 


There is one feature of the pro- 
posal, however, which is of serious 
concern to us. It is the matter of 
negotiability in its application to 
state and municipal securities of 
which there are currently out- 
standing about 27 billion dollars 
with new issues to be marketed 
totaling each year several billion 
dollars. We have particularly in 
mind the distribution and subse- 
quent markets for municipal 
bonds, the interest of investors in 
such securities and also our in- 
dustry. 


The proposed Code consists of 
10 articles. Article 8 covers “In- 
vestment Securities” and Article 3, 
“Commercial Paper.” Negotiable 
instruments are specifically pro- 
vided for in Article 3 of the Code 
in its aplication to commercial 
paper. included: in that Article is 
a provision which might well have 
been prepared to provide munici- 
pal revenue bonds with the highly 
important classification of nego- 
tiable instruments. However, the 
Code clearly specifies that Arti- 
cle 3 “does not apply to money, 
documents of title or investment 
securities.” (Italics ours.) 


It is clear that the Code in its 
present form separates negotiable 
instruments from state and mu- 
nicipal securities. Further, the 
proposed law by its terms, would 
upon enactment by state legisla- 
tures, supersede the Negotiable 
Instruments Laws of the particular 
state and with it, of course, the 
value of the many essential exist- 
ing laws which specifically de- 
clare certain bonds to be nego- 
tiable instruments including 
municipal revenue bonds. The 
question concerning negotiability 
which we have in mind under the 
proposed Code embraces general 
obligation bonds as well as reve- 
nue bonds. 


It has been said that as the at- 
tributes of negotiability are pro- 
vided for investment securities in 
Article 8 it could be argued that 
these securities are negotiable in- 
struments. If the attributes of 
negotiability are in fact provided 
state and municipal securities in 
Article 8, why not declare them in 
that Article to be “negotiable in- 


DATA ON MUNICIPAL FINANCING 


10 Mes., 1950 


10 Mos., 1951 10 Mos., 1952 . 


Long-term financing $3,128;466,387 $2,713,541,173 $3,753,028,599 


Short-term financing 


1,231,842,561 


1,210,647 897 1,728,065,122 





$4,360,308,948 $3,924,189,070 $5,471,093,721 
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struments”? Why should it te 
necessary to go to court to so ar- 
gue and await court decision in 
each state with the resultant at- 
tendant costs, loss of markets, 
time, troubles and worries await- 
ing conclusions? 

Further, there is, we believe, a 
sound and reasonable argument 
for those who for one reason or 
other may wish to take advantage 
of the lack of negotiability in a 
security to advance the fact that 
the Code is very specific on the 
subject insofar as certain classes 
of paper are concerned. It is, 
however, correspondingly specific 
in withholding the classification 
of negotiability in its applica- 
tion to investment securities. It 
could readily be contended and 
probably upheld that it was not 
the intent of the legislature in 
passing the Act to consider invest- 


ment securities as negotiable in- 
struments because, had the legis- 
lature wished to do so, it would 
have so expressed itself and would 
not have made the distinction be- 
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tween negotiable instruments and 
securities such as was done in 
the Code. 

It is essential, in our opinion,. 
the interest of all concerned 
municipal security financing, tha 
the proposed law declare such se- 
curities to be negotiable instru- 
ments. This for the purpose of 
clarity and to avoid any 
misunderstanding or misinterpre- 
tation in this respect and so 
such securities may be clearly 
ceptable as negotiable inst 
and pass as such in all quarters— 
in marketing, in the hands of in- 
vestors and in the courts. We be- 
lieve that nothing should be left 
to chance interpretation in the 
proposed law where the inclusion 
of a clarifying provision would 
avoid such risks or reduce them 
to a minimum. We believe, too, 
that there should be no omission 
in the Code in its application to 
state and municipal securities, in- 
cluding those payable from a spe- 
cial fund, which may ultimately 
prove detrimental to the issuers of 
or investors in such securities or 
the industry dealing in them. ° 

This feature of the Code was 
presented to and considered by 
the Section of Municipal Law of 
the American Bar Association at 
its Annual Meeting in September 
in San Francisco. It was there 
pointed out, among other factors, 
that Article 3 of the Code relates 


to negotiable-instruments. It de- 
clarcs expressly that that. article 
dues not apply to securities. That 
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Foresees Federal Deficits, with Only Moderate Tax Cuts 


The Federal Taxation Commit- 
tee of the Investment Bankers 
Association of America, through 
its Chairman, James M. Hutton, 
Jr. of W. E. 
Hutton & Co., 
members of 
the New York 
Stock Ex- 
change, de- 
livered its 
annual report 
at the 4lst 
Annual Con- 
vention of the 
Association at 
Hollywood, 
Fla. The Com- 
mittee dealt 
largely with 
prospective 
changesin 
Federal fi- 
mances and taxation that may be 
expected from the new Adminis- 
tration, and laid down a tax pro- 
gram which the Association's 
membership should support. 


The text of the Committee’s 
report follows: 


In view of the results of the 
Presidental election and the com- 
ing change in the Administration 
in Washington, it is appropriate 
that we attempt to appraise the 
effects of this change upon ‘he 
tax legislation likely to be enacted 
during the coming year. 

Sinee any tax bill will depend 
to a large extent upon the budget, 
the first step is to try to estimate 
the size of the budget for fiscal 
1954. Rumors are prevalent that 


Mr. Truman, who must submit the 
budget, will ask for $70 billion, 


J. M. Hutton, Jr. 


Federal Taxation Committee of IBA, headed by James M. Hutton, Jr. of W. 
E. Hutton & Co., predicts continued heavy government spending in years im- 
mediately ahead, with resulting budget deficits and little change in high scale 
of taxation. Urges IBA concentrate on (1) securing repeal of Excess Profits 
Tax; (2) reduction in capital gains tax, with shortening of holding period; 
(3) relief from double taxation of dividends; (4) uniformity of taxes for 
corporate and unincorporated concerns ; and (5) social security added for self- 


a material decrease from the $85 
billion mentioned before the elec- 
tien. General Eisenhower's budget 
message to Congress will probably 
recommend totals which will not 
exceed that amount. Final de- 
termination of the amount of re- 
duction of government spending 
will rest with two committees in 
the Senate, viz: the Appropriations 
Committee and the Armed Serv- 
ices Committee. These committees 
will be composed of 12 Republi- 
cans and nine Democrats, and 
seven Republicans and six Demo- 
crats respectively. Senator Bridges 
of New Hempshire will have his 
choice as to which he will head, 
and if he chooses to be the Chair- 
man of the Appropriations Com- 
mittee, Senator Saltonstall of Mas- 
sachusetts will be in line to be 
Chairman of the Armed Forces 


Committee, but if Bridges choose 
to become Chairman of the Armed 
Forces Committee, Senator Fer- 
guson of Michigan will succeed 
to the Chairmanship of the Ap- 
propriations Committee. Each of 
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_so-called 


employed persons. 


these mien will try to carry out 
the views of General Eisenhower. 

It is difficult to guess just what 
these views will be at this time, 
but if pledges made during the 
campaign mean anything at least 
we have a clue. The promise was 
made that $9 billion would be cut 
from the first Eisenhower budget 
and another $10 billion would be 
cut from the second. Assuming 
that the Korean War goes on, even 
if these cuts are made in the budg- 
et, actual spending will go up, 
not down, in Eisenhower’s first 
fiscal year but will probably drop 
by about $7'% billion in the sec- 
ond. This is true because Con- 
gress, under the Truman Adminis- 
tration, has already voted vast 
sums of money for defense and a 
large part of this amount has al- 
ready been committed. Since mid- 
1950, when the Korean War 
started, Congress has appropriated 
approximately $181 billion for the 
military and for military. aid 
abroad. Of this amount approxi- 
mately $72 billion has been spent 
through September, leaving ap- 
proximately $109 billion © still 
available. For the new fiscal year 
the requirements requested by the 
military are expected to be about 
$40 billion, based upon Depart- 
ment of Defense estimates. If 
these appropriations are passed 
they will bring the total amount 
available up to $149 billion. If 
cuts are to be made they will have 
to come out of appropriations, not 
spending. General Eisenhower, 
therefore, faces an extremely dif- 
ficult budget problem because of 
the spending commitments which 
he will inherit from his prede- 
cessor. 


Substantial Deficits Inevitable 


In view of promised tax reduc- 
tions, his real problem is going 
to be how te keep Federal fi- 
nances in hand. It seems certain 
that there will be deficits in. his 
first two budgets even if taxes re- 
main as they are. Tax cuts are 
scheduled in the laws now in force 
and consequently it is difficult to 


’ see how substantial deficits can be 


avoided even with economies 
which might be effected 
through reduced spending for 
“hard goods” and 
personnel. Such economies would 


mean cuts in the size of the armed 
forces, contract cancellations and 


fewer new contracts. To sum- 
marize the situation briefly, it is 
this: Money appropriated for the 
“hard goods” program since mid- 








1950 amounts to $107 billion. With 
$29 billion already spend through 
September, this leaves $78 billion 
still to be spent. For fiscal 1954, 
an estimated $20 billion. Other 
programs, mostly for pay and re- 
search, amount to $36 billion. Ad- 
ditional security programs call for 
$6.4 billion this year and may be 
reduced in 1954, but further re- 
ductions are unlikely because of 
the rising cost of the atomic 
energy program. Foreign economic 
aid may be reduced drastically 
from $2.4 billion this year to $1 
billion or less in 1954, since this 
program is a target for an econ- 
omy minded Congress. Possibili- 
ties exist for economies in Mer- 
chant Marine, stock piling and 
emergency mobilization to men- 
tion a few, but they are limited 
and relatively small. Cuts in the 
budget for such things in our 
domestic economy as farm aid, 
currently set at $1.9 billion, public 
works, about $1.5 billion, and gen- 
eral government costs presently 
budgeted at $4 billion plus and in- 
cluding such items as the postal 
deficit, will be difficult to attain. 
These add up to an overall figure 
of approximately $77 billion prob- 
able for 1953 and indicate a deficit 
of nearly $9 billion based upon 
estimated net receipts of about 
$68.1 billion. 

Obviously the size of the deficit 
will depend upon the new tax 
program and consequently the tax 
bill next year is of vital impor- 
tance. Consideration must. be 
given in the tax program to im- 
portant scheduled changes in the 
present laws. These are: 

(1) Excess profits tax drops on 
Jan. 1, 1953 to approximately 15%. 

(2) Rates on individual income 
taxes go down after Dec. 31, 1953. 

(3) The corporate tax drops 
March 31, 1954. 

In addition there are presently 
seheduled reductions of about $1 
billion in excise taxes in 1953-54. 
All together these add up to about 
$8 billion as follows: $214 bil- 
lion excess profits, $2 billion cor- 
porate and $3 billion individual. 


‘It should be pointed out that these 


estimates assume that there will 
be no. change in the_ business 
level. A moderate decline in busi- 
ness might result in a decrease 
in revenues of from $4 to $5 bil- 
lion and a consequent increase in 
the deficit up to $14 billion. 
Such deficits are more than the 
new Administration will be will- 
ing to face and therefore tax cuts 
in the new bill will probably be 





less than are now expected. In 
fact, it is likely that they will be 
limited to a repeal of the excess 
profits tax and some reduction in’ 
individual income taxes, perhaps 
5% instead of the 10% hoped for. 


A Tax Program 


With these estimates in mind 
let us take a realistic look at a 
tax program which the IBA can 
support. In the past our program 
has concentrated upon certain 
changes which we believed would 
result in a probable gain, and in 
in any case no substantial loss in 
revenues, and a more equitable 
basis for collecting taxes. These . 
measures were: 


(1) A top limit on individual 
combined normal and surtax rates 
of not to exceed 50%. 

(2) A reduction in the capital 
gains rate, a shortening of the 
holding period and an increased 
deduction against other income 
for losses. 

(3) Relief from present double 
taxation of corporate dividends. 

(4) Support to the effort to limit 
Federal taxation in times of peace 
to 25% by Constitutional amend- 
ment. 

(5) Repeal of the Excess Profits 
Tax. 

(6) The election by unincorpo- 
rated business to be taxed as a 
corporation. 

(7) Tax treatment for self-em- 
ployed persons with regard to re- 
tirement funds similar to that ac- 
corded to officers and employees 
of corporations. 


In view of the pressures which 
will be brought to bear because 
of probable budget deficits, it is 
the opinion of the Federal Tax 
Committee that the efforts of the 
members of the IBA should be 
concentrated upon changes in the 
new tax bill which seem to have 
the greatest likelihood of success 
without abandoning our long- 
range program. It is perhaps too 
early to determine with certainty 
which these shall be, but present 
thinking leads us to believe that 
our best chances are in the follow- 
ing: 

(1) Repeal of the Excess Profits 
Tax. This was promised by Gen- 
eral Eisenhower in his campaign 
speeches but: it faces the difficulty 
that Congress will probably not 
vote for repeal without providing 
some relief for individuals. Sena- 
tor Millikin, who will head the 
Senate Finance Committee 
charged with the responsibility of 
tax legislation in the Senate, has 
indicated as much and therefore 
success for this part of the pro- 
gram is uncertain. Furthermore, 
since any sizable individual tax 
cuts. will unbalanee the budget 
still further, relief to individuals 
will probably be limited to 5%. 
For this reason, it will be difficult 
to tie our 50% limitation into the 
program because it is politically 
unpopular and would appear to 
give greater relief to wealthy tax- 
payers than to those in lower in- 
come brackets. Actually, of course, 


Continued on page 63 ' 














UNDERWRITERS anp DISTRIBUTORS 


INVESTMENT SECURITIES 
Public Utility 
Industrial 


OF 


Railroad 
Municipal 





SCHOELLKOPF, HUTTON & POMEROY, INC. 


63 Wall Street, New York 5 


BOuwling Green 9-2070 
Teletype NY 1-2827 


Private Wire Between Offices 


70 Niagara Street, Buffalo 2 


Washington 8060 


Teletype BU 122 

















Volume 176 Number 5178 ... The Commercial and Financial Chronicie 


Treasuries Responding to Free Market 


Stressing the importance of the 
free market in government bonds, 
which has resulted from the at- 
cord between the Treasury Depart- 
ment and the 
Federal Re- 
serve Board, 
the Govern- 
mental Secu- 
rities Com- 
mittee of the 
Federal Re- 
serve Board, 
through its 
Chairman, 
Herbert N. 
Repp, Presi- 
dent of Dis- 
count Corpo- 
ration of New 
York, in its 
Annual Re- 
port to the 
Association at its 4ist Annual 
Meeting in Holtlywood, Fia., 
pointed out that 1952 was “the 
first year since before World War 
II in which the Government Bond 
market has responded primarily 

to the influence of economic fact- 
' tors,” and this was hailed as “a 
eonstructive influence on the 
economy.” 


The text of the report follows: 


The Year 1962 has witnessed the 
further development of a free 
market for U. S. Government se- 
curities. During this period the 
Federal Reserve System has nei- 
ther purchased nor sold in the 
open market a single bond in the 
over-ten year category. Thus the 
year stands as the first since be- 
fore World War II in which the 
market has responded primarily 
to the influences of economic fac- 
tors. This long desired return to 
free markets, in the opinion of 
your Governmental Securities 
Committee, is the most significant 
development in the approach to 
the restoration of a sound mone- 
tary policy. Evidence has already 
appeared that free markets in 
Government securities exercise a 
constructive influence on the 
economy. 


The accord between the Trea- 
sury Department and the Federal 
Reserve Board allowed the System 
to return to its function of being 
primarily concerned with the vol- 
ume of bank reserves rather than 
with the maintenance of any given 
level of interest rates and prices 
of Government securities. This 
caused all segments of the mar- 
ket to reappraise their responsi- 
bilities. Investors, dealers, the 
Federal Reserve System, and the 
Treasury alike have found it 
necessary to learn anew the tech- 
niques of a free market. Habits 
and assumptions formed through 
years of artifically supported 
prices had become so firmly es- 
tablished that it is hard for many 
to readjust to the new set of cir- 
cumstances. On the whole, the 


market nas handled itself well 
under its new responsibilities. 
The thinness apparent at times in 
the longer sector of the market 





Herbert N. Repp 


IBA Governmental Securities Committee, whose Chairman is Herbert N. 
Repp, President of Discount Corporation of New York, reveals not single 
long-term bond in 1952 was either bought or sold in open market by Federal 
Reserve, and holds this indicates an approach to restoration of sound mone- 
tary policy and a constructive influence on the economy. Points out Patman 
Committee Report sustains principle of independent Federal Reserve. 


has been to a considerable degree 
caused by the restrictive terms of 
ownership, which still apply to 
many of the longer issues and 
which severely limit their mar- 
ketability. 


The year has been one in which 
the economy has been almost con- 
tinuously in high gear. The trend 
has been in the direction of fur- 
ther credit inflation, though lack- 
ing the acute inflationary conse- 
quences of the pest-Korea period. 
Bank loans to business have 
reached a new all-time peak and 
capital expenditures have been at 
record high levels. The policy of 
the Federal Reserve System has 
been one described as “neutral”; 
the practical effect, however, has 
beén one of restraint. The unwill- 
ingness of the Reserve System to 
buy short securities has forced 
commercial banks to borrow in an 
important way and has resulted 
in higher short-term yields. This 
has been increasingly true in re- 
cent months and weeks. 


These new conditions have had 
some impact upon Treasury fi- 
nancing policies. Bonds totalling 
$24.5 billion bearing 2% and 2%% 
coupons which might have been 
called during the year, were not 
called because they could not be 
refunded at any interest saving. 


In the Spring, the Treasury 
offered a 2%;% non-marketable 
bond, the same bond which was 
offered for exchange against 242% 
issues in 1951, following the Trea- 
sury-Federal Reserve Board ae¢- 
cord. This time it was offered as 
a combination of cash and ex- 
change against certain 2%% 
bonds not included in the earlier 
operation. The issue was unsuc- 
cessful from the standpoint of 
raising new cash. In fact only 
$318 million of new money was 
obtained from private investors. 
Including exchanges, only $1,758 
million of non-marketable 234% 
bonds were issued. We believe this 
record of disappointing response 
indicates a distinct investor pre- 
ference for marketable securities 
and points up the principle re- 
peatedly stated by your Commit- 
tee that only fully marketable se- 
curities should be used in Trea- 
sury financing operations. 


Following the failure of the 
non-marketable 234% bond offer- 
ing to raise an important sum of 
new money, the Treasury in June 
turned to the intermediate area 
with a marketable 2%% bond 
offering. The 224% issue was well 
received with subscriptions total- 
ing over $11 billion, of which $4% 


billion were allotted. Commercial 
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banks received only $500 million 
of this total, but in succeeding 
weeks purchased an additional $2 
billion from non-bank subscribers. 


The market appraisal of this 
bond was based on the expecta- 
tion that the Federal Reserve 
System would facilitate such fi- 
nancing. by providing reserves 
through open market purchases. 
This had been done in previous 
periods of deficit financing. When 


tinue to operate under the Mills 
plan, or, whether it would be ad- 
visable to repeal this legislation 
and resort to the earlier method 
of scheduling corporate tax pay- 
ments evenly over the four quart- 
ers following the year in whieh 
income is earned. It is our feeling 
that, 


point of view, the acceleration of 


this assumption proved incorrect, | 
the action of a free market re- | 


sulted in higher yields for both | 


short and long-term issues since 
the reserves had to be provided 


either through borrowing from | 


the Reserve Banks or the sale of 
securities to the market. Higher 
yields, particularly on the shorter 
maturities, induced corporations 
and other non-bank investors to 
purchase such securities from the 
banking system. This largely off- 
set the deposit increase resulting 
from the 244% bond and enabled 
the Reserve System to prevent the 
inflation of the money supply 
which ordinarily accompanies def- 
icit financing through banks. 


Also, in the Spring, the Trea- | 


sury announced changes in the 
terms of all series of Savings 
Bonds. .The new terms have at 
best been only moderately well 
received. Whereas, in the early 


part of the year net cash outgo in | 


connection with the Savings Bond 
program was approximately $100 
million per month, it is now more 
nearly $50 million. The Treasury 
reports that some 75% of matur- 
ing E bonds are being extended 
by their owners — whether from 
satisfaction with their terms or 
from sheer inertia, is not clear. 
These rather negative results are 
being achieved in a period of 
high personal savings, a period in 
which savings deposits, in parti- 
cular,, are inereasing substan- 
tially. Savings bond maturities 
amount to $6.2 billion in 1953 and 
$7.8 billion in 1954. It is the opin- 
ion of your Committee that a 
thorough re-examination of terms 
and methods used in the Savings 
Bond program should be ‘nstituted 
at a very early date. 


The operation of the Mills plan 
for corporate tax payments has 


resulted in a heavy concentration ° 


of Treasury cash receipts in the 
March and June periods. In anti- 
cipation of these receipts, the 
Treasury has issued “Tax Anti- 
cipation Bills,” a method of fi- 
nance we consider appropriate as 
long as the Mills plan remains in 
effect. However, it is timely to 


question whether we should con- 
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corporate tax payments compli- 
cates Treasury financing and un- 
duly disturbs the money market. 
This is alréady true and will Be 
increasingly so in succeeding 
years : 
During the year two studies in 
the field of monetary and 
management policy were held in 
Washington. In March the Patman 
Committee hearings were held. 
These were preceded by the is- 
suance of exhaustive question- 
naires to the Treasury, the Re- 
serve Board, to other Governmen? 
officials, to bankers, economists 
and to numerous members of the 
investment banking fraternity. 


The compendium of answers, and 
of the hearings themselves, make 
volumes of important historica! 


Continued on page 68 
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‘Canada Not Oversold in U. S.! 


For the fourth consecutive year, 
the Canadian Committee of the 
Investment Bankers Association of 
America has reported to the An- 
nual Conven- 
-tion of the 
- Association 

meeting at 

Hollywood, 

Fila. Arthur S. 

Terrey of W. 

Cc. Pitfield & 

Company Ltd., 

New York and 
. Montreal, the 

Chairman of 

the Commit- 

tee, decried 
the talk that 
the favorable 
publicity 
which has 
spread throughout the United 
States regarding Canada’s progress 





Arthur S. Terrey 


has caused “Canada to be oversold 


in the United States.” To. offset 
this idea he presented data fur- 
nished by the Committee regard- 
ing various Canadian industries, 
and drew up an overall picture of 
—-™ current economic. posi- 


The text of the 
report follows: 
So much has been written and 


Committee’s 


said about Canada during the past. 


12 months that there is little new 
information that. the Canadian 
Committee Report can give. 


In this Fourth Annual. Report 
of the Canadian Committee, how- 
ever, we will continue by sum- 


Canadian Committee of 1B A, under Chairmanship of Arthur S. Torrey of 
W. C. Pitfield & Company Ltd., offers data indicating there is adequate ground 
for confidence in Canada’s continued progress and prosperity. Reviews Ca- 
nadian economic developments and Canadian securities markets, along with 
other matters such as removal of exchange controls, position of Canadian Fed- 
eral budget, capital investment, oil and gas explorations, and position of lead- 
ing industries. Looks for continued cooperation between U. S. and Canada. 


marizing the position of various 
classes industry and generalize 


‘with regard to the overall eco- 


nomic situation in .Canada today. 

In -the past three months there 
has been some talk and consider- 
able thought as to whether the 
favorable publicity which we have 
received has not oversold Canada 
in the United States. We do not 
believe this to be true—it is more 
likely that those who feel this way 
are in an overbought position. 

As 1952 draws to a close, eco- 
nomic activity is at the highest 
lével in Canada’s history. More 
people are working, incomes are 
higher and consumer prices are 
rising after a drop earlier in the 
year. This reversal in consumer 
prices is taking place without any 
resumption in inflationary pres- 
sures, even though defense and 
capital spending continues on the 
up-trend. 

Our exports have been notice- 
ably higher this year. As a result, 
industrial production is at a rec- 


ord level and business profits ap- 
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pear to be turning slightly upward 
again. This prosperity is not con- 
fined to manufacturing companies 
in the urban areas alone. Our 
farmer is participating in this high 
level of income, even though 
prices of some agricultural prod- 
ucts have softened and others have 
remained firm. 

The record wheat crop recently 
harvested brings with it problems 
of storage and marketing but 
comes at a time when other coun- 
tries are having only fair or, in 
some cases, poor crops. All this 
will, of course, ultimately mean 
more money for the Canadian 
farmer. 

In the early part of the current 
year we heard considerable about 
recession in a few particular in- 
dustries. Such industries, namely 
textiles, leather goods and appli- 
ances, had similar problems in the 
United States which brought 
about lower prices and competi- 
tion again became keen. This ad- 
justment was difficult but in the 
spring and early summer some 
improvement was shown and these 
industries felt much better about 
the future. 

There was also some fear of a 
serious decline in home building. 
At the beginning of the year there 
was an indicated drop of nearly 
35% compared with a year earlier 
but by June this was 17% above 
the same month a year previous. 

Concern over the prospect of a 
drop in Canadian exports was not 
borne out inasmuch as during the 
first six months of 1952 export 
trade increased 20%, with sales to 
countries other than the United 
States rising more than 50%. 

The gross national product in 
the first half of the year was 
ahead of that for the similar pe- 
riod of 1951. The annual rate will 
probably not be far from that as- 
sumed by Finance Minister Ab- 
bott in his 1952 budget and this 
budget was based on the assump- 
tion of a gross national product 
of $22' billion. 

With this increase in economic 
activity the cost-of-living index 
dropped from 191.5 in January to 
187.3 in June. At the same time, 
the wholesale-price index for this 
period declined about 4%. In- 
comes, on the other hand, con- 
tinue to rise. The average weekly 
wage in industry rose from Janu- 
ary to June about 7% in current 
dollar terms. 


Having learned, at least for the 
time being, to take price and de- 
mand adjustments as they appear 
during the latter part of the year, 
Canadians have settled down to a 
period of good, average prosperity. 
This is not to say we are without 
problems—in fact any economy al- 
ways has some problems. Cur- 
rently, business is occupied with 
such questions as “how to remain 
competitive in spite of rising pro- 
duction and sales costs” and “how 
to diversify operations,” “how 
long to consolidate and expand 
foreign markets,’ and, of course, 
the ever present worry of “how 
long will the present prosperity 
last and when can the next set- 
back be expected.” 


So, as 1952 draws to a close, our 
domestic market is higher than 
ever. Consumers have increased 
by some 400,000, our population 
is now estimated at 14,000,000, our 
labor force approximates 5,500,- 


000 and employment is 1%% 
higher than a year age. Incomes 
are rising and the cost of living is 
still declining gradually. People 
are spending more on consumers’ 
goods and services—with such ex- 
penditures something like 10% 
ahead of a year ago. Defense 
spending is proceeding at a rate 
of about one-third higher. Capital 
expenditures, some associated 
with the defense program, some as 
a result of substantial industrial 
research development, utility ex- 
pansion and urban are 
continuing at high levels and will 
likely reach the record figure of 
$5.2 billion. 


Exports, even though they may 
be leveling off at the moment, are 
likely to exceed, by a considerable 
margin, the $3.9 billion total of 
1951. Add to this. our. record 
wheat crop of-675 million bushels, 
or over 100 million bushels higher 
than the previous peak in 1928 or 
1929, or 250 million bushels above 
the ten-year average. 


Of course in these days of fast- 
moving events, things may hap- 


pen between now and the end of 
the year that will upset these cal- 
culations but there are good 
grounds for believing that the 
gross national product of 1952, of 
$22%2 billion, will be equaled if 
not exceeded. 

‘Turning briefly to the future 
and with the full realization that 
it is hazardous to forecast or pro- 
ject, our problems in this regard 
are not dissimilar to those with 
which you are confronted. The 


rearmament or defense programs 
have been concluded, is impos- 
sible to answer. It is always sane 
and sensible, when times are good, 
to think or talk of a future reces- 
sion. We had a similar situation 
after World War II — concern 
about the transition from a war to 
a peacetime economy. However, 
this was accomplished with but 
little dislocation of the country’s 
business. 

_At thet time the chief concern 
was inflation. In Canada our goy- 
ernment and our — 
nity dealt most judiciously wi 
this problem, with a limited - 
amount of restrictions — so, at 
least, for the time being, infla- 
tion is no longer-a problem of 

- Defense spending is still on the 
increase and there is a heavy 
carryover in this particular de- 
partment. It is felt that there will 
be a continuation of home build- 
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Continued from page 20 


Trends and Problems of 
Life Insurance Investments 


fndustrial and miscellaneous 
bonds, held by life insurance com- 
panies at the end of 1951 had 
been acquired: by direct place- 
ynent. 

‘The principal advantages of di- 
rect placements, as I see them, are 
these: First, the direct placement 
makes it possible to tailor the 
derms of the loan to meet the re- 
quirements of both the borrower 
and the lender. I can tell you that 
an the case of the Prudential, and 
4 am sure life insurance compa- 
mies in general, this advantage 
looms large. It is important to us 
#0 be able to work out directly 
with the borrower or his agent 
the terms which we feel will make 
the loan sound and attractive. The 
second advantage is that it makes 
possible greater speed of com- 
pletion of the loan than is pos- 


Sible in the case of publie offer-° 


ings. In periods of changing in- 
terest rates, this advantage is a 
major consideration to the bor- 
xower. Third, direct placements 
facilitate adjustment of indenture 
provisions and in the terms of 
@riginal loan agreement which 
are mutually beneficial to both 
the borrower and the lender. 
Facility of adjustment is impor- 
tant in the dynamic economy in 
which corporations operate today.. 
it is also advantageous in non- 
corporate loans, such as in the 
New Jersey Turnpike issue where 
it was possible to obtain consent 
to additional financing. 


Perhaps one of the more sig- 
nificant advantages of direct 
placement financing is that it is 
a source of financial and economic 
stability. This is true primarily 
because loan agreements under 
direct placements can usually be 
changed at times of general busi- 
mess decline, and this can help to 


stave off defaults and -reduce 
losses. Moreover, and- also im- 
portant as a stabilizing element, 
is the fact that under direct place- 
ments. corporations are able to 
obtain advance commitments for 
funds—-a practice that encourages 
corporate management to engage 
in long-range investment plan- 
ning. The knowledge also that 
changes in loan agreements, such 
as temporary waiver of sinking 
fund payments, may be made in 
periods of business adversity with- 
out forcing a borrower into bank- 
ruptcy, may also lead to greater 
willingness to borrow on long 
term in order to plan capital ex- 
penditures ahead. Finally, di- 
rect placements have made pos- 
sible certain types of financing, 
such as gas pipelines, which might 
not have been practical under 
traditional methods of financing. 
These arguments for direct place- 
ment financing as a source of fi- 
nancial and economic stability 
were put forward last spring in 
the “Monthly Review” of the Fed- 
eral Reserve Bank of New York, 
and I believe that they have 
merit. There can be no doubt that 
stability of investment expendi- 
tures by American business at a 
high level is the keystone of gen- 
eral economic stability. 


Turning now from the advan- 
tages of direct placements, there 
are several questions which have 
been raised with respect to this 
method of financing. I would like 
to refer to three of the more im- 
portant ones. First, there is the 
cuesticn of whether SEC registra- 
tion of direct placements is need- 
ed to provide life insurance pol- 
icyholders with full protection 
against unsound life company in- 
vestments. This is the question 
which was raised last May during 
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hearings before the Heller Sub- 
committee. I agree fully with the 
position taken by life insurance 
company witnesses that registra- 
tion of direct placements is defi- 
nitely not needed for the protec- 
tion of policyholders. 

The main purpose of SEC regis- 
tration of a publicly offered se- 
curity issue is to require a full 
disclosure of pertinent informa- 
tion about an issue in order to 
protect the uninitiated individual 
investor. The question of whether 
SEC registration of direct place- 
ments is needed to protect policy- 
holders resolves itself, therefore, 
largely into the question of 
whether under direct placements 
the life companies are obtaining 
as much pertinent information as 
would be available in the case of 
a registered issue. The answer is 
that the life companies do obtain 
a complete disclosure of perti- 
nent information about the issues 
purchased directly. In most in- 
stances this information is more 
complete and detailed than would 
be true in the case of public of- 
ferings. This is to be expected. 
When a borrower deals directly 
with one or a limited number of 
lenders he is more willing to dis- 
close certain confidential infor- 
mation which would not be re- 
quired under a public offering. 

Moreover, -state regulation _of 
life insurance company invest- 
ments gives the policyholder ad- 
ditional protection against un- 
sound investments. The inipact of 
the regulation is usually after the 
fact of purchase, but it is very 
real, nevertheless.. No one tends 
to buy an investment which 
stands a chance of being written 
down by the regulatory author- 
ities shortly thereafter. This state 
regulation has many sides to it. 
Por one, the state in which a life 
company is chartered has a stat- 
ute prescribing what investments 
"— CTE enV mow we 
Secondly, each state in which a 
life company seeks to do business 
exercises jurisdiction over the 
company and requires among 
other things that the company re- 
port annually on its financial con- 
dition. For example, inasmuch as 
most life companies of any size 
desire to do business in New York 
State, the New York law on life 
company investments has had a 
broad regulatory effect through- 
out the country. Thirdly, life 
companies are subject to “zone 
examinations” made by the com- 
missioner of the state of domicile 
and other state commissioners 
carrying out a joint examination. 
These examinations, which look 
closely into the investments and 
the financial condition of a com- 
pany, are held at least every three, 
years and last anywhere from a 
few months to as much as a year. 
and one-half. Finally, the Na- 
tional Association of Insurance 
Commissioners, through its Com- 
mittee on Valuation of Securities, 
establishes the values of securi- 
ties held by life companies. In 
order to aid the staff of the Com- 
missioners’ Valuation Committee 
in their task of arriving at vaiues 
for directly placed securities, life 
companies provide the NAIC staff 
with an enormous amount of in- 
formation each year about their 
direct placements, information 
which is complete, to say the 
least. 


As hearings before the Heller 
Subcommittee went forward last 
May, the registration question 
narrowed down to whether SEC 
registration should be required 
where issues, originally pur- 
chased directly, were subsequently 
resold and possibly got into the 
hands of the general public. In 
this connection a survey of six- 
teen major life insurance compa- 
nies, holding 73% of the assets of 
all United States Companies at the 
end of 1951, showed that out of a 
total of $243.023,000 of directly 
placed securities which were re- 
sold during the period 1934-1951, 


ar wee 


an absolute maximum of $43,000,- | 


000 might conceivably have got- 
ten into the hands of the general 


tional 


investing public. Since the sixteen 
companies had acquired $19,900,- 
WUU,.00 of direct psacements dur- 
ing the period, the resales which 
might possibly have gone to the 
general public amounted to only 
22/100 of 1% of total acquisitions. 
Inasmuch as the individual in- 
vestor has virtuaily ceased to buy 
corporate bonds, it is likely that 
a large part of the $43,000,000 of 
resales which could not be ac- 
counted for as having gone to 
other institutional investors prob- 
ably in fact did actually go to 
such investors. Incidentally, as a 
matter of common law, when life 
companies sell direct placements 
they must disclose any facts 
known to them which indicate 
that the borrower is in poor con- 
dition. I conclude that there is 
no need for registration of direct 
placements which are_ subse- 
quently resold. 


Another question raised with 
respect to direct placements is 
whether they unduly restrict the 
opportunities of smaller institu- 
investors (particularly 
smaller life companies) to obtain 
high-grade bonds. This subject 
has been debated in the life insur- 
ance business for some time, but 
more heat than light has been 

mea pre ts a se ‘ ' 
ment are about as follows: On the 
one hand, it is pointed out that 
direct placement financing usually 
leads large nationwide corpora- 
tions to carry out their financing 
with one or several of the larger 
life insurance companies. It is 
further argued that, because of 
direct placements, prime-name se- 
curities of nationwide corpora- 
tions are not available in suffici- 
ent quantity to smaller investors. 
In reply to the point made that 
many smaller life companies are 
active in the direct placements 
field it is contended that smaller 
companies making direct place- 
ments are ‘limited mainly to the 
ecurities oOo OUSIIiess Liliais set 
their own localities and are not, 
therefore, securing proper diver- 
sification of risk such as would be 
yrovided by the securities of na- 
ticnwide corporations. 

On the other hand, the support- 
ers of direct placements, and there 
sre many in both large and small 
life companies, say that the facts 
about direct placements indicate 
that distribution of securities 
through this method is widespread 
among both large and small in- 
vestors. The great activity of 
r.any smaller companies in direct 
placements is cited to show that 
direct placements have many ad- 
vantages for both large and small 
investors. Through -their direct 
placements with smaller corpora- 
tions, plus participation in the 
continuing large volume of public 
offerings, the smaller life compa- 
nies have many advantages from 
the viewpoint of diversification of 
risk. It is further pointed out that 
the smaller life companies as a 
general rule have important nat- 
ural advantages over larger com- 
panies in the real estate mortgage 
field and that by and large the 
smaller companies continue to 
show a better overall return on 


their investments. All this is en- 
tirely apart from those advantages 
which direct placements have tor 
all investors and borrowers, as 
well as the general economy, 
which should not be destroyed. 

In recognition of the aistribu- 
tion question, a couple of years 
ago the American Life Convention 
and the Life Insurance Associa- 
tion of America formed a joint . 
committee to study it. To date the 
discussions of the committee have 
revealed a considerable difference 
of opinion as to the seriousness of 
the problem. There are some who 
think it would be desirable to 
have a somewhat wider distribu- 
tion of the large direet placements 
than has been the case. The stum- 
bling block has been to discover — 
a way to bring about a wider dis- 
tribution without running the, risk 
of having companies unwittingly | 
in violation of the Federal anti- 
trust laws, State laws prohibiting 
underwriting of securities by life 
companies, or the Securities Ex- 
change Act. In any event, it is 
the borrower who decides with 
whom and with how many it will 
do business. 


The third and final question 
with respect to direct placements 
which I would like to mention is 
the issue of whether this method 
of financing will give the life 
companies magnified problems in 
connection with defaulting cor- 
porate borrowers during a general 
business recession of fairly seri- 
ous proportions. I confess I am 
somewhat puzzled by this sug- 
gestion. So long as life insurance 
companies invest a large volume 
of the people’s savings, then in’ 
any period of serious defaults 
they will inevitably face public 
relations and other problems 
whether the funds are invested 
through direct placement or pub- 
lic offering. In fact, all indica- 
tions seem to me to point to easier, 
quicker and better handling of 
problems in the case of direct 
placements as compared with is- 
ses involving countless holders. 
If a period of heavy defaults 
should occur it will take wise ac- 
tion by the life cOmpanies both 
to protect their investments and 
to avoid bad public relations. 
Nevertheless, I feel confident this 
wisdom will be forthcoming. 


Government Policy and Economic 
Stability 

Turning now to the problems 
cf economic stability—for the last 
three decades we have seen the 
unhappy results of faulty Govern- 
men policy with respect to eco- 
nomic stability. When the mis- 
takes and excesses of the 20’s 
ushered in the depression of the 
30’s, a new Government was 
swept into power, which has re- 
mained in power for full 20 years. 
Its attack upon the depression is 
well summed up by its own 
phrase: tax, spend and elect. The 
result was that the depression was 
unduly extended and was still 
severe when World War II usnered 
in its inflationary boom. In spite 
of the obvious and crying need 
for a different policy, the infla- 
tionarv tax, svend and elect pol- 
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icy of the 30’s was in effect con- 
tinued as such throughout the 
artificially booming 40's and right 
down to today. That policy as it 
operates today seems to be summed 
up by those who say that infla- 
tion is continuously necessary— 
a little inflation is a good thing. 
The result Ws been a substantial 
destruction of our dollar. 


Since the end of World War Il 

‘inflation has been almost continu- 
ous. Consumers’ prices have risen 
by 48% since October, 1945, which 
‘means that since the end of World 
War Il the buying power of the 
consumer's dollar has fallen by 
32%. In the space of just these 
few years, inflation has taken 
away .a third of the value of our 
money. 
_ Tie course of wholesale prices 
in the postwar period has been 
‘even more disturbing than that of 
consumers’ prices. From 1945 to 
2048, wholesale prices rose 54%. 
From 18948 to the beginning of 
1950, they fell 8%. From the be- 
ginning of 1950 to the spring of 
1951 they rose 19%. From the 
spring of 1951 to the present they 
have fallen 4%. -Over ‘the whole 
pestwar  »eried -wholesale prices 
have risen 63%. 

The erratic and inflationary 
movements of prices in the Amer- 
-ican economy in the postwar years 
have resulted partly from the tre- 
mendous demands of the defense 
_program. superimposed on the nor- 
mal demands of the peacetime 
economy. Possibly seme price 
rise has been unayoidable under 
these circumstances. But the price 
rise of the postwar period has 
not been simply a reflection of 
the defense program. It has in 

“large part been a reflection of the 
attempts of small but powerful 
pressure groups to secure more 
for themselves in returns than 
they have been willing to con- 


“tribute in increased productive 
effort. It has, in addition, been 
-a reflection of inept and conflict- 
ting Government policies which 
have dene more to contribute to 


inflation and instability than to 
curb these unsettling forces. 
Foriunately, there are indica- 
tions that in 1953 the great pro- 
auctive power of the American 
economic system may, for the 
time being at least, meet the prob- 
lem of inflation, but the problem 
of stability is.as unsolved as ever. 
Each of us in this room, without 
doubt, has seen and read enor- 
mous quantities of material and 
advice recently on what to do to 
stabilize the economy. The thing 
about it that strikes me most 
forcefully is that the basic rules 
on what to do are simple and well 
known—but they are infinitely 
more difficult to put into effect 
and carry out than the easy way 
of inflationary palliatives pursued 
to date. General credit controls 
and sound monetary policy, sound 
fiscal policy, Federal debt man- 
agement in accord with the evalu- 
ation of the market place; and in 
the more general field of eco- 
nomics, free markets, free prices, 
free production and-consumption, 
and “trade—not aid.” There is 
hardly. one of .these, salutary as 
they are, which will not arouse 
the most fierce and determined 
opposition of special groups. To 
win through with these conserva- 
tive, well known, and efficacious 
measures, any Administration 
would have to act with great 
clearness of view, fortitude, and 
selflessness, particularly with an 
electorate which has been fed in- 
flationary pablum for two dec- 
ades.. I would like to speak brief- 
ty about a few of these measures. 


First, in the field of Federal 
Reserve monetary policy, we must 
recognize that the interests of our 
whole economy are more impor- 
tant than the narrow interests of 
the United States Treasury. It is, 
of course, essential that the Gov- 
ernment securities market be or- 
derly. particularly at*times when 
the Treasury is offering a new 
or a refunding issue. But let’s not 
confuse an orderly market with 


a pegged one. 
A pegged market is a market 
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in which the Federal Reserve 
System has surrendered its abil- 
ity to contribute, through mone- 
tary measures, to the stability of 
our economic system. Once the 
Federal Reserve commits itself to 
maintain certain fixed prices and 
yields for Government securities, 
it loses its control over the addi- 
tions to or subtractions from our 
money supply. In boom times, 
when investors are selling Gov- 
ernments in order to move to 
other investments, the Federal 
Reserve System becomes an en- 
gine of inflation through its sup- 
port purchases. The huge port- 
folio thus built up may make the 
Federal Reserve reluctant to buy 
Government securities when it 
should do so to soften a down- 
turn. Witness, early 1949. In fact, 
it may even sell. 

_ If,,on the other hand, the mar- 
ket is not pegged, the Federal Re- 
serve System can contribute a 
great deal toward the stability of 
our economy. Since the removal 
of the pegs in March of 1951, we 
have seen a wise use of the gen- 
oral credit controls of the Federal 

eserve System to restrain a po- 
tentiailly ai Miationary situation. 


-.Despite rather depressed con- 
ditions in. some industries, the 
overall demand for bank credit 
during the past year has been 
very heavy. Both the loans and 
the investments of commercial 
banks have been rising steadily, 
although the rise in the past few 
months has been somewhat less 
than seasonally anticipated. As 
all of you know, commercial bank 
lending leads to an 


of deposits.. The new money com- 
.petes for the supply of goods 
and services. The most effective 
method of restraining deposit ex- 
pansion of the commercial banks 
is to act on the reserves, which 
the commercial banks are re- 
quired to keep against their de- 
posits, through general credit con- 
trols, such as open market opera- 
tions and changes in the redis- 
count rate. If these reserves can 
be reduced, or even held constant, 
then the ability of the commercial 


“banking system to create new 


money is limited. 

The general control of credit 
is not an easy problem. During 
the past year, for instance, the 


“United States received from abroad 


about $1 billion in gold, leading 
to an increase in the reserves of 
the commercial banking system 
by a like amount. 

Fortunately, during this period 
when an already inflationary sit- 
uation was being aggravated by 
an inflow of gold, the Federal Re- 
serve took steps to restrain the 
increase of bank credit. Beginning 
with the March, 1951, “accord,” 
the Federal Reserve Banks have 
refrained from supporting the 
Government securities market ¢x- 
cept for short periods when the 
Treasury was offering a new issue. 
During the past year, the Federal 
Reserve Banks have thus been 
able to prevent their holdings of 
Government securities from rising. 
even though the Treasury has put 
on the market a substantial vol- 
ume of new issues. The direct 
monetization of the debt has, 
therefore, been prevented and a 
restraining influence placed on 
member bank deposit expansion. 

This action of the Federal Re- 
serve Banks in refusing to supply 
reserves through the Government 
securities market has resulted in 
a tight money market. The com- 
mercial banks have been forced 
to resort to borrowing from the 
Federal Reserve Banks on a scale 
not seen since the early ‘thirties. 
Inasmuch as commercial banks 
dislike being in debt to the Fed- 
eral Reserve Banks, the net effect 
has been to cause them to be in- 
creasingly selective in their loans 
and investments. What might have 
been an extremely inflationary 
situation under the old “pegged” 
market, has been held, under the 
new Federal Reserve policy, to a 


/-much more manageable expansion. 


increased . 
money supply through expansion - 


All of this is as it should be. 
The Federal Reserve has been ex- 
ercising its open market powers to 
exert a restraining influence on 
the expansion of credit, thus act- 
ing im the interest of the whole 
economy. Unfortunately, however, 
there are powerful elements who 
still refuse to recognize the im- 
portance of a Federal Reserve 
policy devoted to economic sta- 
bility, and who still would like 
the Federal Reserve to be simply 
~ te a — in 
ury in ng . In 
the difficult years ahead, it is vital 
that the Federal Reserve System 
be free to use its powers to con- 
tribute to the stability of our eco- 
nomic system. We should all lend 
our support to that end. 


_ In addition to a wisely admin- 
istered monetary policy, stability 
of the American economic system 
requires a sound and intelligent 
fiscal policy on the part of the 
were Government. Much can 

one toward maintaining a 
stable level of business activity 
through varying the relationship 
between the revenue and the ex- 


penditures of the Federai Govern- 
ment. 


The rules in connection with 
fiscal policy are simple. During 
inflationary periods raise taxes so 
that Federal cash income will ex- 
ceed cash outgo. During a period 
of depressed or declining business 
activity, reduce taxes and, if nec- 
essary, spend more money. Un- 
fortunately, the rules don’t fit the 
problems before us. Today, the 
huge Federal tax burden is itself 
an important source of inflation. 
Reductions in spending are diffi- 
cult, to say the least, because of 
the life and death necessity of 
arming. Nevertheless, I think we 
can cut down on defense expendi- 
tures without hurting the arma- 
ment effort, and I believe the in- 


‘coming Administration thinks so. 


Further, when armament expen- 
ditures beginito taper off, there 
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is certainly amule leeway for sub- , 


stantial tax reduction 


to bolster 


wat eile 
self-reliance and new business 

the same time. I hope that taxes 
will be reduced enough to force 


searching and critical scrutiny of 
all Federal : 


ing. Nevertheless, moves to im- 
plement “trade—net aid” will at 
the -very outset run into most vio- 
lent business, labor and comma- 


nity opposition—opposition of pe- 
cu difficulty to the Republican 
Party. One be too hopeful 
as to the , 


In closing, I believe that oppo- 
sition to the various sound gen- 
eral measures which need to be 
taken today will result in their 
being emasculated in substantial 
part, unless the business commu- 
nity of which you are such an im- 
portant part rallies to their sup- 
port. If we come through with 
even half a loaf of a constructive 
economic program, it will be a 
great achievement and a seven- 
league step forward. 
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Continued from page 29 


Reports 1952 Municipal 


Issues 


the type of securities defined by 
the Code would embrace bonds is- 
sued by municipalities, including 
revenue bonds which would not 
be governed by Article 3 of the 
Code but would be governed by 
the provisions of Article 8. And 
further that the instruments in 
Article 8 are not negotiable se- 
curities under the terms of the 
Code. In fact, the Code itself 
makes a distinction between ne- 
gotiable instruments and_ secu- 
rities. Therefore, if the Code is 
enacted a revenue bond would be 
governed entirely by the pro- 
visions of Article 8 and it would 
not be a negotiable instrument. 

Following the discussion a res- 
olution was adopted on Sept. 16 
by the Section of Municipal Law 
of the ABA, reading: 

“Be It Resolved, by the Section 
of the Municipal Law of the 
American Bar Association: 

“(1) That the proposed Uni- 
form Commercial Code be 
amended to provide that a secu- 
rity issued by a government or 
governmental agency or unit shall 
be a negotiable instrument if it 
conforms to the provisions of 
Article 3, notwithstanding the fact 
that it is payable from a special 
fund. 

“(2) That the Chairman of the 
Section be and he is hereby au- 
thorized to communicate this ac- 
tion to the Sub-Committee on 
Uniform State Laws of the Board 
of Governors of the American Bar 
Association and to other appro- 
priate agencies of the Associa- 
tion.” 

For the good of the distribution 
and subsequent markets of State 
and municipal bonds and in the 
interest ‘of the issuers thereof and 
investors therein, also dealers in 
such securities, we petition the 
Commissioners 6n Uniform State 
Laws and ‘those advising with 
them in ‘this matter to amend the 


iproposed Code so that upon enact- 


at Record High 


ment it will declare or otherwise 
Clearly designate state and mu- 
nicipal securities including reve- 
nue bonds to be negotiable instru- 
menis. 

We are confident that the legal 
fraternity will recognize that there 
are very practical considerations 
involved in this situation. We are 
not concerned as to the particular 
wording or arrangement of the 
needed amendment but urge one 
that will definitely eliminate the 
existing merited concern respect- 
ing this feature of Article 8 of the 
proposed Code. We consider it es- 
sential from the municipal end 
that the measure ultimately rec- 
ommended to the States for enact- 
ment be in such form as to meet 
with the approval: (1) of the ex- 
amining attorneys who live with 
the issuance, marketing and en- 
forcement of municipal securities 
and who in times of trouble are 
called upon from the legal end in 
the protection of holders of such 
securities, and (2) of those who 
are responsible for the under- 
writing, placement and _ subse- 
quent secondary marketing of bil- 
lioins of dollars of such securities 
every year. 


Public Credit for Private 
Operations 


It was at our Annual Conven- 
tion a year ago that our Associa- 
tion passed a resolution express- 
ing deep concern as to the latent 
risks inherent in the issuance of 
bonds for financing privately- 
owned and operated industrial 
developments in the name of mu- 
nicipalities or other local govern- 
ments. This action was taken at 
the time after a protracted period 
of study of the situation and of 
the ‘effects that might readily be 
involved. For reference here the 
resolution reads: 

“Whereas, the legislatures in 
some of the States have recently 


‘enacted laws authorizing munici- 


palities to construct or acquire 
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manufacturing or industrial plants 
for the express purpose of leasing 
such plants to private corpora- 
tions or individuals and to finance 
such construction or acquisition 
by the issuance of revenue or gen- 
eral obligation bonds of such mu- 
nicipalities payable solely or pri- 
marily from the rentals of such 
plants; and 

“Whereas, similar practices in 
the past have had injurious effects 
upon public credit; and 

“Whereas, if this practice is un- 
checked it may react to the detri- 
ment of our present system of free 
economy and further may ulti- 
matély endanger the valuable po- 
sition of State sovereignty as a 
part of our constitutional dual 
system of government; now there- 
fore 

“Be It Resolved, that the In- 
vestment Bankers Association of 
America in convention assembled 
recommends to its members and 
to dealers generally: 


“First, that each take it upon 
himself to become thoroughly in- 
formed on this whole develop- 
ment and exercise extreme cau- 
tion in underwriting or market- 
ing such bonds; and 


“Second, that each use his best 
efforts to inform voters, state leg- 
islators, prospective issuing units 
of local government, and other in- 
terested parties of the past ex- 
perience and inherent dangers of 
public financing of this charac- 
ter.” 


We believe that the dangers in- 
volved are becoming more evident 
and better understood by those 


studying the many angles of the 
situation in their various applica- 
tions to credit and other impor- 
tant municipal phases, having 
particularly in mind the possible 
long-term adverse effects. 

In the September issue of 
“Business Conditions,” which is a 
review by the Federal Reserve 
Bank of Chicago, there is an arti- 
cle, “City-Financed New Fac- 
tories.” 

Among other comments the fol- 
lowing pertinent points are made 
in this article: 

“State and local government 
aids and subsidies to ‘private busi- 
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ness are a part of our early his- 
tory. In the 19th century, canal, 
turnpike, and railroad promotions 
were the principal beneficiaries. 
Some of these programs were 
spectacular failures and led to re- 
strictions on the use eof public 
funds for private benefit and on 
state-local borrowing in general, 
many of which persist to this day 
in the laws and constitutions of 
states, particularly in ¢he Mid- 
west.” 

The article is concluded under 
the heading, “Competitive Bidding 
for Industry”: 

“One dangerous possibility is 
that the extension of industrial fi- 
nancing programs will result in 
cities bidding against one another 
in their efforts to attract new 
plants. To outbid rival cities, 
they would tend to expand the 
degree of subsidy. This would ex- 
pose cities to even more adverse 
effects in the event of unfavorable 
economic developments. In the 
most likely event, the competitive 
subsidies would tend to cancel out 
and firms would locate where they 
would have gone without any 
public aids. 


“Another drawback of these 
programs is that the tax abate- 
ment features involve redistribu- 
tion of the tax burden. If the new 
plants do not pay property taxes, 
other property owners in the com- 
munity face heavier tax burdens 
than they might otherwise bear. 

“Similarly, the income tax ex- 
emption of the bonds sold to build 
new factories can mean, if these 
programs are more widely adopted 
and used, a shift in state and Fed- 
eral income tax burdens from tax- 
able interest income to other 
sources. 


“Finally, widespread defaults on 
bonds issued for new plants, such 
as could easily occur in a major 
economic downturn, could impair 
the financial capacity of states 
and their local governments to 
deal in future years with prob- 
lems that are uniquely their own.” 

The Municipal Finance Officers 
Association of the United States 
and Canada ‘adopted a reselition 


at its Annual Conference on June 


18, 1952, in which it recommended 


that municipal finance officers 
-and legislaters: 

“(1) Carefully consid@der the 
long-term adverse effects of the 
use of public credit for private 
purposes; and 

“(2) Avoid the issuance of mu- 
nicipal debt obligations to acquire 


property of the kind mentioned 
in the resolution.” 

On Sept. 16 last the Section of 
Municipal Law of the American 
Bar Association at its Annual 
Meeting in San Francisco also 
adopted a resolution, reading: 

. « “Be It Resolwed, by the Section 


can Bar Association: 

“That it is contrary to the in- 
terests of local governmental units 
and to sound public policy for 
such local governmental units to 
issue their obligations to provide 
industrial plants or factory facili- 








of Municipal Law of the Ameri-- 


ties for the direct benefit of pri- 
vate industry.” 


During the year there has been 
some financing of this character 
in a few of the States, principally 
in Mississippi, where general ob- 
ligation bonds are authorized for 
the purpose. 

In Florida the Supreme Court 
of that State held such financing 
illegal. 

In Louisiana a _ constitutional 
amendment was approved by the 
electorate on Nov. 4 last auther- 
izing the issuance of general ob- 
ligation bonds of parishes (coun- 
ties) and other municipalities in 
the state for the purpose of ex- 
tending municipal aid to private 
operations. 


Investment Banking Seminar 

The second Investment Bank- 
ing Seminar, held last June, was, 
like the first of these sessions, a 
pronounced success. It was again 
sponsored by our Association 
through the Education Committee 
in cooperation with the Wharton 
School of Finance and Comm 
University of Pennsylvania. There 
were 100 representatives of IBA 
member firms in attendance. Our 
Education Committee is to be con- 
gratulated upon the calibre of the 
program and the over-all success 
of both of these Seminars. 

The subject of municipals was 
covered at one of the periods by 
Walter W. Craigie of F. W. Craigie 
& Co., Richmond; John N. Mit- 
chell of Caldwell, Marshall, 
Trimble & Mitchell, New York, 
well-known municipal bond at- 
torneys; and Dr. Julius Grodinsky, 
Associate Professor of Finance of 
the Wharton School. Walter A. 
Schmidt of Schmidt, Poole & Co., 
Philadelphia, acted as moderator. 


Mr. Craigie in his talk discussed 
recent developments and outlook 
in the municipal field; also indus- 
trial -municipal bonds. Mr. Mit- 
chell discussed the legal invest- 
ment characteristics of housing 


‘authority bonds and Dr. Grodinsky 
‘discussed various aspects of hous- 


ing authority bonds. 


Advertising Municipal Securéties 


This is the third year during 
whith the “Bond Buyer” con- 
ducted its municipal advertising 
contest. As will be recalled from 
our previous reports the purpese 
of the contest is to arouse interest 
in and develop effective methods 
of advertising municipal securities 
and to-deliver a message respect- 
ing the factors which make them 
attractive investments. As in the 
past, the “Bond Buyer” conducts 
this contest in active support 6f 
that part of the program of our 
Education Committee relating to 
advertising securities. 

From advertisements entered in 
the contest each month—January 
through October — a winner is 
‘selected -by a committee of judges 
chosen by ‘the “Bond ‘Buyer.” It 
is the advertisement considered to 
be ‘the best for originality, ‘effer- 
tiveness and leadership. From 
among these monthly winners, the 
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annual award is made on the same 
basis. The winner of this award 
will be announced at this-Conven- 
tion. [Ed. Note: The award for 
the year was made to Braun, Bos- 
worth & Co., Inc., Toledo.] 
winners for the first 10 months 
of this year are: 


January: Braun, Bosworth & 
Company, Incorporated, Toledo. 


February: Boland, Saffin & Co., 
New York. 


March: Cleveland Dealer Group 
—comprising Fahey, Clark & Co.; 
The First Cleveland Corperation; 
Fulton, Reid & Co.; Ginther & 
Co.; Hayden, Miller & Co.; Tf. H. 
Jones & Company; McDonald & 
Company; Wm. J. Mericka & Co., 
Inc.; Merrill, Turben & Co.; Ol- 
derman, Asbeck & Co.; Prescott 
& Co.; Ball, Burge & Kraus; 
Braun, Bosworth & Company, and 
Curtiss, House & Company. 

April: R. W. Pressprich & Co., 
New York. 


May: R. W. Pressprich & Co., 
New York. 

June: Harris Trust and Savings 
Bank, Chicago. Other names ap- 
pearing on this advertisement 
were: The Northern Trust Com- 
pany, Chicago; City National Bank 
and Trust Company of Chicago; 
Continental Illinois National: Bank 
and Trust Company. of Chicago; 
The First National Bank of Chi- 
cago, and American National Bank 
and Trust Company of Chicago. 

July: John Nuveen & Co., Chi- 
cago. 

August: The Marine Trust Com- 
pany of Western New Yerk. Other 
mames appearing on this adver- 
tisement were: Blair, Rollins & 
Co. Incorporated, New York; Man- 
ufacturers and Traders Trust Com- 
pany, New York: Roosevelt & 
‘Cross Incorporated, New York; 
-Bacon, Stevenson & Co., New 
York; R. D. White & Company, 
New York; First of Michigan Cor- 
poration, Detroit, and Coffin & 
Burr Incorporated, Boston. 


September: Harris, Hall & Com- 
pany, Incorporated, Chicago. Other 
mames appearing on this adver- 
tisement were: The First Boston 
Corporation; Blyth & Co.,. Inc., 
New York; A. C. Allyn and Com- 
pany, Incorporated,. Chicago, and 
John ‘Nuveen & Co.; Chicago. 

_ October: Merrill Lynch; Pierce, 
Fenner & Beane, New York. 


| ‘Phe winner of the annual award 
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New York, and for 1951, ‘The 
Northern Trust Company, Chi- 
cago. Each received an award in 


‘the form of a plaque suitably 


inscribed and the writer of the ad 


The in each instance was awarded $100 


in cash. We understand that the 
“Bond Buyer” contemplates con- 
tinuance of this contest in 1953 on 
a somewhat broadened basis with 
results of the ads as one of the 
determining factors of the awards, 
which will be in the same form. 


It will be recalled that in order 
to qualify for entry in this con- 
test an advertisement need not 
have been published in the “Bond 
Buyer” or any other publication. 
It may be prepared especially for 
this contest. Each contestant may 
submit for consideration as many 
advertisements as he wishes. The 
entries are not limited to mem- 
bers of our Association. They are 
open to all. 

The judges in the coiitest, se- 
lected by the “Bond Buyer,” con- 
sist of Robert W. Fisher of Dore- 
mus & Co., Upton E. Liptrott of 
the “American Banker,” and Wil- 
liam T. Hall, Jr., of the “Bond 
Buyer.” 


Court Decisions and Legislation 
in the States 


[Appended. to the Repert are 
brief references to various court 
decisions rendered and. tegisla- 
tion enacted in the states during 
the year. There were several of 
importance and interest to the 
municipal trade in both cate- 
gories.—Editor. ] 


Respectfully submitted, 
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A. Webster Dougherty 


A. Webster Dougherty & Co., 
Philadelphia 
an =. Durgin 
gginson Corporatio 
Boston " 
Rebert M. Hall 
Blyth & Co., Inc., Portland, 
Oreg. 
Lleyd B. Hatcher 
Trust Company of Georgia, 
Atlanta anew rel 
Edwin B. Horner 


Scott, Horner & Mason, Inc., 
Lynchburg 


— 6 Jackson, Jr. 
uthwest Co 
Dallas emia 
Cari J. Kall 
First National Bank of Min- 
neapolis 
Walter E. Lang 
Harriman Ripley & Co., In- 
corporated, Chicago 
David B. McElroy 
J. P. Morgan & Co. Incor- 
porated, New York City 
Andrew S. Mills 


Newhard, Cook & Co., 
St. Louis 


Richard Morey 
A. G. Edwards & Sons, 
St. Louis 


Frank H. Morse 
Lehman Brothers, New York 
City 


Dennis E. Murphy 
The Ohio Company, Columbus 


Donald L. Pettis 
Kirkpatrick-Pettis Co., Omaha 


Frank L. Reissner 
Indianapolis Bond & Share 
Corporation, Indianapolis 


Philip J. Rhoads 
First National Bank & Trust 
Company, Oklahoma City 


Albro F. Stepp 
City National Bank & Trust 
Company, Kansas City 


Anthony E. Tomasic 
Thomas & Company, 
Pittsburgh 


Paul E. Youmans 
Bosworth, Sullivan & Co., 
Denver 


Golf and Tennis Tournament Winners — 
At 1952 Investment Bankers ssa. Convention 


Alden H. Little Trophy—Men: 


Kicker’s Handicap—Ladies: 
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GOLF 


ist—Salim L. Lewis, Bear, Stearns & Co., New York. 
mam Poi mm > O. Alden, Jr., O’Neal, Alden & Company, Inc., 
e. 


ist—Mrs. Cornelius Shields, Shields & Co., New York. 
ee William M. Cahn, Jr., Henry Herrman & Co., New 
ork. 

Investment Bankers Association of Canada Trophy—Men: 
lst—V. Theodore Low, Bear, Stearns & Co., New York. 
2nd—William D. Kerr, Bacon, Whipple & Co., Chicago. 
3rd—Allen C. DuBois, Wertheim & Co., New York. 

Rebert. E. Christie, Jr. Memorial—Men: 
lst—Gerald P. Peters, Peters, Writer & Christensen, Inc., 


Denver. 
2nd—George- R: Waldmann, Mercantile Trust Company, 


New York. 
18 Hole Handicap Tournament—Men: 
lst—Elvin K. Popper, I. M. Simon & Co., St. Louis. 
2nd—Russell M. Ergood, Jr., Stroud & Company, Inc., Phila. 
18 Hele Tournament—Ladies: 
lst—(Low Gross and Ladies Golf Champion): 
Mrs. William M. Rex, Clark, Dodge & Co., New York. 
2nd—(Low Gross): 
Mrs. Benjamin J. Levy, Salomon Bros. & Hutzler, N. Y. 
1st—(Low Net): 
Mrs. William S. Hughes, Wagenseller & Durst, Inc., Los 
Angeles 
2nd—(Low Net): 
Mrs, Carl H. Doerge, Wm. J. Mericka & Co., Cleveland, 
Mixed Foursomes Tournament: 
ist—Mr. and Mrs. David B. McElroy, J. P. Morgan & Co., N. Y. 
2nd—Mr. James D. Winsor, III, Biddle, Whelen & Co., "Phila. 
Mrs. William M. Rex, Clark, Dodge & Co., New York. 
18 Hele Kicker’s Handicap—Men: 
lst—Frederick G. Larkin, Jr., Security-First National. Bank, 
Los Angeles. 
2nd—Eugene H. Cassell, C. F. Cassell & Co., Charlottesville. 
New Orleans Cup—No Tournament Held. 


San Joaquin Light & Power Trophy—No Tournament Held. 


TENNIS 
Men’s Doubles: 


lst—Wilbur E. Hess, Fridley & Hess, Houston. 
Jack R. Staples, Fulton, Reid & Co., Cleveland. 
2nd—Malon C. Courts, Courts & Co., Atlanta. 
Kimball Valentine, Vance, Sanders & Company, Boston. 
Scores: 6-1, 6-2 
Mixed Doubles: 


lst—Jack R. Staples, Fulton, Reid & Co., Cleveland. 
Mrs. Robert W. Ewing, A. E. Masten. & Company, Wheel- 
ing, W. Va. 
2nd—Malon C. Courts, Courts & Co., Atlanta. 
Mrs. A. C. Potter, Bacon, Whipple & Co., New York. 
Scores: 6-3, 4-6, 6-4. 
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Continued from page 23 


Canada’s Development . 
And Its Prospects 


population and about 10% for 
national product. But of course 
Canada, except in her area and 
her international trade, is still 
relatively a small country, with 
a population only one-eleventh 
of yours and an output of less 
than one-fifteenth. 

I hope that in what I have said 
so far I have been able to convey 
something of the variety and 
magnitude of the investment 
projects now being carried out 
in Canada. Many of these devel- 
opments are obviously still in 
their infancy; it will be several 
years before the full implications 
of western oil, Labrador iron ore, 
the St. Lawrence seaway, Kitimat 
aluminum and Beaverlodge uran- 
ium can be assessed. One thing 
is already clear, however; the 
sum total of the developments 
now going on in Canada consti- 
tutes a very important increase 
in the free world’s supply of 
strategic materials and industrial 
capacity. The strength of the 
western world depends just as 
much on the ready availability 
of the resources necessary to 
support a very high level of pro- 
duction as on its armed forces and 
armaments. 


I now turn to the part of Amer- 
ican capital in stimulating this 
rapid economic growth in Canada. 
In past periods of quick expan- 
sion Canada has relied on capital 
imports to provide part of the 
mecessary savings, and has run a 


deficit in her current balance of 
payments. This pattern was still 
apparent in 1950 and the first 
haif of 1951 when Canada had 
very large current account defi- 
cits which were more than bal- 
anced by capital imports, though 
it is worth noting that even in 
these years about five-sixths of 
investment outlays were financed 
from domestic sources. During 
the past 12 or 18 months, how- 
ever, Canadians have apparently 
been able to finance themselves 
entirely out of their own re- 
sources on an over-all basis, with- 
out these being supplemented by 
a net capital inflow. 

It is perhaps surprising that 
during these months Canada has 
been able to carry both an am- 
bitious program of basic devel- 
opment and a large scale defense 
effort without incurring a deficit 
in the current balance of pay- 
ments, and indeed with a sub- 
stantial increase in the foreign 
exchange value of the Canadian 
dollar. Moreover, this has been 
accomplished without the artifi- 
cial protection of either exchange 
restrictions or import quotas. As 
I have indicated, in past periods 
of heavy investment activity 
there has usually been a current 
account deficit and it would not 
be in the least alarming to see 
this pattern reassert itself in the 
future. 


That there has been little -or 
no net inflow of capital during the 
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past year or so does not, of course, 
inean that American capital is not 
playing a most vital part im stimu- 
lating Canadian development. It 
may not be generally Known, 
however, that there is at present 
a substantial two-way flow of 
capital between the United States 
and Canada. On the one hand, 
American investors are putting 
large sums of venture capital, 
combined with American techni- 
cal know-how, into such things 
as Alberta oil and Labrador ore— 
and there can be little doubt that 
in the absence of such American 
investment these developments 
would probably have to wait for 
many years. Most of this capital 
inflow takes the form either of 
direct investment in enterprises 
owned or controlled by parent 
companies in this country, or of 
the purchase of Canadian corpo- 
rate securities. 

Canadians are good savers and 
they risk large sums each year on 
the long-range ventures involved 
in development of basic resources. 
But where the projects are very 
large, as is the case with many of 
those to which I have referred, 
it is hard to get equity money in 
Canada on the scale required. In 
Canada, as in the United States, 
these projects usually have to be 
undertaken by very substantial 
companies or groups of companies 
which are able to finance them 
in a variety of ways. Obviously 
the United States has many more 
great corporations than Canada, 
and it is not surprising that only 
they have been able to tackle 
some of these activities in Canada. 
Moreover, in a number of eases 
the investing corporation has been 
one which has an interest in, and 
is able to develop, a market for 
the product concerned. 


Capital Inflow Offset by Reduced 
Short-Term Balances Owed U. S. 


During the past year or so, the 
inflow of long-term capital from 
the United States has ‘been *ap- 
proximately balanced by the out- 
flow of short-term capital to the 
United States — partly the re- 
patriation of Canadian government 
securities, partly the reduction of 
Canadian dollar balances owned 
in the United States, partly 
changes in the net balance’ of 
commercial credit ‘outstanding in 
connection with U. §S.-Canadian 


trade. In short, Canadians have 
been paying off short-term obliga- 
tions in this country at about tne 
same rate as American investors 
are putting capital into new en- 
terprises in Canada. 


The willingness of American in- 
vestors to put their savings and 
know-how against the risks and 
problems of these great long- 
range productive schemes in 
Canada may be a good augury for 
the economic future of tne free 
world. If the free world is to sur- 
vive without putting intolerable 
economic strains on the weaker 
members and without the mainte- 
nance and proliferation of direct 
restrictions on trade and pay- 
ment, ways must be found for 
American savings to be invested 
fruitfully in the development of 
other parts of the world. Looking 
back over the years I think that 
most informed people would agree 
that American investment in 
Canada has produced substantial 
dividends of an intangible as well 
as a tangible sort. My hope is 
not only that this mutually profit- 
able relationship will eontinue in 
the future, but that conditions will 
be such that American capital will 
be tempted to venture further 
afield. 


Why has the United States long- 
term eapital sought out Canada 
in inereasing volume throughout 
the postwar period? A general 
answer is easy: in Canada two 
necessary conditions are, met — 
first, the existence .of favorable 
investment opportunities, and 
seeondly, confidence in the finan- 
cial integrity of Canada and the 
soundness of her fundamental 
economic policies. I have said 
enough about the fulfillment in 
Canada of the first condition. A 
brief reference to the second con- 
dition may be in order. 


A central purpose of Canadian 
econamic policy has been to 
maintain a framework of free en- 
terprise and competition, coupled 
with an adequate program of so- 
cial welfare. In the main economic 
development is not government 
sponsored, nor government di- 
rected. Yet the role of government 
is not negative or unimportant. 
Canada has sought, and may be 
relied upon to continue to seek, 
-to create conditions in which eco- 
nomic development can proceed 


steadily either without stalling or 
running wild. The early fears that 
a world-wide depression might 
fellow the second. World War 
proved unfounded. . Throughout 
the postwar period;.and particu- 
larly in the past two years, in 
Canada as in. the United States, 
inflation has been more of a prob- 
lem than deflation. 


Inflation Control in Canada 


Seon after the Korean outbreak, 
Canadians were affected, as you 
were, by the world-wide upsurge 
in prices. Canadian prices are 
very sensitive to world influences; 


Canadian external trade, exports 


plus imports, is now valued at 


over $8 billion a year and the 
gross national product is currently 


at the annual rate of some $23 
billion. In 1950, in addition to 


rapidly rising external prices, 
Canada was subjected, as most 
countries were, to a sharp rise in 


inventories and to consumer 
spending based on fears of short- 
ages and further price increases. 
The heavy investment program 
received new impetus, particularly 
in industries producing materials 
of strategic importance for de- 
fense. In addition Canada, along 
with the United States and other 
countries of the North Atlantic al- 
liance, enormously enlarged her 
defense program. 

As in the United States, there 
was public pressure in Canada to 
combat the post-Korea upsurge 
in prices by applying direct price 
controls. Canada»had made a suc- 
cess of price control. during the 
last war, and some thought that 
it should be tried again. Probably 
the Canadian Government would 
have done so in ease of all-out 
war; but that kind of war did not 
come and the pressure for price 
controls was resisted. Instead, re- 
liance was placed upon less direct 
fiscal and monetary methods, such 
as restriction of consumer credit, 
measures to slow down or post- 
pone non-essential construction, 
and two sharp increases in taxes 
with resulting substantial budget- 
ary surpluses. Indeed, there have 
-been budgetary surpluses every 
year since 1946, and the national 
debt has been.reduced since then 


-by nearly $2 billion. 


This program, particularly the 
taxation part of it, has naturally 
not been uniformly popular. Are 
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high taxes ever popular? Yet it 
provided a reasonably effective 
brake on prices without reducing 
the flexibility of the economy. For 
a time prices rose somewhat more 
quickly in Canada than they did 
here in the United States after 
price controls were reintroduced. 
During the present year, however, 
the Canadian cost-of-living has 
declined considerably, w hile the 
U. S. index is still close to its 
highest level. From mid-1950 to 
date the rise in the Canadian in- 
dex is about the same as in the 
United States index, indicating 
that both countries have achieved 
the same over-all result by dif- 
ferent means. 


Canada’s Dependence on 
Foreign Markets 


A very good reason for seeking 
to maintain a flexible and dy- 
namic economy in Canada is the 
heavy dependence on external 
markets. Care must be taken that 
the quality and price of export 
goods are such that they can com- 
pete effectively, and that home in- 
dustries can stand up to import 
competition. 


I am glad to say that in the field 
of trade policy, as in most other 
fields, Canadians and Americans 
are pursuing similar objectives. 
Trade relations between the U. S. 
and Canada are good—but there 
is still room for improvement. 
Each country has for'a hong time 
been the other’s best customer. 
Trade between them has grown 
about seven times in value and 
three times in volume since be- 
fore the war. No very serious ob- 
stacles to trade in raw materials 
now exist. Canadians are con- 
scious, however, that Americans 
still do not buy as much from 
them as they do from you, and 
wish that this country was as 
ready to admit Canadian manu- 
factured goods and agricultural 
products as Canadian metals and 
other raw materials. 


To both our countries the posi- 


tion of our overseas customers is 
of critical importance. Their abil- 


ity to continue buying goods 
which they need and which we in 
North America wish to sell them 
is limited to the dollars they ob- 
tain by trade, aid and loans or in- 
vestments. All of us, having 
learned our lesson, recognize the 
fundamental truth of the current 
slogan that “trade is better than 
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aid.” We also recognize that the 
economic strength of the nations 
of the free world is, in our 
dangerous era, the foundation of 
its military power and political 
security. In North America there 
is developing a better public un- 
derstanding of the responsibilities 
of the good debtor and the good 
creditor. Both must play their 
proper parts. 

In this matter Canada has a 
dual role. On the one hand, 
Canada has been the recipient of 
a large volume of foreign invest- 
ment; total non-resident invest- 
ments in Canada are valued at 
some $9.4 billion, of which over 
$7.2 billion are held in the United 
States. On the other hand, Canada 
is, on a much smaller scale, a net 
creditor of several countries to 
which substantial loans were 
made during the period of post- 
war reconstruction. Thus, it be- 
hooves Canada to act both as a good 
debtor and as a good creditor. In 
order to service and ultimately to 
repay the loans and investments 
received, Canada must develop an 
over-all export surplus. The same 
is true of the overseas countries 
to which we and you have made 
loans. They can repay us Only in 
goods and services, whether sup- 
plied direct or through multi- 
lateral settlements. It is a very 
hopeful. sign that in both your 
country. and mine there is at last 
developing a fairly general public. 
understanding of the role of the 
good creditor. In this process of 
public education business and fi- 
nancial associations can play, and 
are playing, a very important 
part. 

The biggest international eco- 
nomic problem of today is how to 
complete the task of substituting 
trade for aid. I emphasize that 
this is the completion of a task, 
in which very great progress has 
been made. I think, however, that 
we shall, and should, want some 
special forms of aid to continue. 
Military aid by the United States 


and also by Canada will, I am 
sure, go on until we feel greater 
confidence that we and our part- 
ners in the North Atlantic Alli- 
ance have together built up the 
strength of our collective forces 
and armaments to a safer level. 
Economic aid I would expect also 
to continue in such forms as tech- 
nical assistance to underdeveloped 
countries, through methods like 


the Point Four Program and the 
Colombo Plan of British Common- 
wealth countries. 


Apart from these forms of aid, 
which are in part investments in 
our own security, our aim now 
must surely be to encourage the 
doing of what still has to be done 
to bring the economies of our 
friends and allies in Western Eu- 
rope and the Sterling Area into a 
sufficiently safe balance to en- 
able them to remove the wasteful 
blockages to international trade 
caused by import and payments 
restrictions, and hence to restore 
the convertibility of currencies 
and multilateral trading. That this 
should be accomplished is, I am 
sure, profoundly in the interest of 
both the United States and Can- 
ada. How to achieve it is now un- 
der discussion at a meeting in 
London of the governments of the 
Commonwealth. When the new 
Administration is established in 
Washington, the problems will 
certainly be discussed in a broader 
forum. 


The way in which the Canadian 
economy weathered some cold 
blasts in the postwar years is not 
irrelevant to this larger problem. 
Canada has had her exchange 
crises, and in 1947 saw her central 
monetary reserves rapidly run- 
ning away. Exchange control, im- 
posed of necessity at the begin- 
ning of the war, had to be con- 
tinued in one form or another 
until 1950. For a period from 1947 
on the Canadian Government had 
to resort to the distasteful process 
of restricting imports and stiffen- 
ing exchange controls in order to 
prevent the disappearance of the 
central reserves. 


These measures worked, by 
good management perhaps not un- 
assisted by goodluck. The drain on 
reserves was promptly checked, 
the flow was reversed, and the 
reserves soon climbed to a com- 
fortable height. The difficulties 
thus surmounted were external, 
for production, employment and 
economic development continued 


at high levels inside Canada. 

The import restrictions were 
rapidly relaxed and were abol- 
ished several years ago. Not long 
after their final disappearance the 
Canadian Government, aided by 
the large inflow of capital from 
this country, did away with ex- 
ehange control. Furthermore, they 
decided not to maintain an offi- 
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cial rate for the Canadian dollar 
because of the uncertainties in- 
herent in fixing a new rate. 


The results, I expect, are famil- 
iar to you. Without any official 
rate of exchange, the market rate 
has -been left to the free play of 
demand and supply. The Canadian 
dollar promptly demonstrated that 
it was undervalued at the previ- 
ous official rate of a discount ‘of 
10%. By last January the two 
dollars were being exchanged at 
parity. By last March the Cana- 
dian dollar, surprisingly, climbed 
to a premium over the U. S. dol- 
lar, a premium which reached a 


level of 4% by the late summer. 
It has fallen a little since then 
and now stands at about 2% cents. 

The Canadian Minister of Fi- 
nance recently said: “I am not one 
of those who takes undue pride 
in the present strength of the Ca- 
nadian dollar, nor would I be un- 
duly alarmed if at some future 
date the external value of our 
dollar dipped below equality with 
the United States dollar.” It has 
been an unusual experience, and 
in some measure a pleasant one, 
for Canadians to find their dollar 
worth more than yours, but this 
has its inconveniences, especially 
for exporters, into which I need 
not go. 

_ The chief reason for the present 
strength of Canadian currency 
arises from recent changes in the 
Canadian balance of trade. In the 
year ending in August, 1951, Ca- 
nadian imports exceeded exports 
by $340 million. In the following 
year, ending last August, however, 
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Canadian exports exceeded im- 
ports by $460 million—a net re- 
versal between the two years of 
some $800 million. This obviously 
greatly affected both the supply 
of, and the demand for, Canadian 


dollars abroad. 

Just at present the Canadian 
economy is in a state of equilib- 
rium at a high level. The inflow 
of capital from outside is about - 
even with the outflow of capital 
from Canada. In the balance of 
payments on current account the 
so-called invisible items of inter- 
est, dividends, and so on, are prob- 
ably involving net Canadian pay- 
ments roughly equal to the net - 
receipts from commodity trade. 
Employment and production are 
very high and so is consumer de- 
mand. 

For this fiscal year budgetary 
receipts should at least equal and 
perhaps exceed expenditures. I do 
not suppose that, in a world as 
troubled and dangerous as that in 
which we live, such an equilib- 
rium can be steadily maintained; , 
but, barring some great convul-.. 
sion, the foundations of the econ- . 
omy are solid enough both to with- 
stand any tremors which may, 
occur and to support continued 
expansion. 

Although it appeared to many 
contemporaries that Great Britain 
was making a poor bargain in 1763 
in keeping Canada and returning 
Guadeloupe to France, in retro- 
spect on the whole it does not 
seem to have been such a bad deal. 
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Céntinued from page 33 


Canada Not Oversold in U. 5.! 


construction may well rise in the 
céOming year as a result of a 
gréater availability of steel. How- 
éver, to offset capital expendi- 
tures in such industries as iron, 
stéel, aircraft and shipbuilding, 
which are rapidly being com- 
pléted, there are other industries 
which still have a great deal to do. 

There are many new, large scale 
developments such as the St. 
Lawrence Seaways, Bersimis 
River hydro project in Eastern 
Quebec and many others about 
which little has been said, and 
while there will be some reduc- 
tion in the huge capital expendi- 
tures made during the past year 
or two, there is still much to be 
done. There is little doubt but 


that Canada’s economic develop- 
meént will continue, provided we 
have an expanding policy through 
immigration; and that her capital 
investments for a long period 
continue to be a large proportion 
of her national income; and, fi- 
nally, that outside capital con- 
tirues to have confidence in the 
government policy of just and 
équal terms. 


Gross National Product 

In 1951 Canada’s gross national 
preduct, the value of goods and 
séfvices produced, rose to $21.2 
biflion—an increase of 17% over 
1950. and 80% over 1945. In terms 
of constant dollars, the increase 
Was about 5.6% over 1950 and 
déuble that of 1939. It has been 
Officially estimated that the gross 
Yiational product this year will 
réach $22.5 billion—a rise of 6% 
Over 1951—and from all indices 
tis estimate will certainly be 


Foreign Trade 


As most of you are no doubt 
aware, foreign trade is vital to 
the health of the Canadian econ- 
omy. Exports now earn 23% of 
the nation’s income and Canada 
is the world’s fourth largest trad- 
ing nation and the world’s largest 
on a per capita basis. It is, there- 
fore, important to take a hard look 
at the country’s current trade 
position. 

Canada ended 1951 with a net 
deficit on current account of $524 
million. This, however, was more 
than financed by capital inflow— 
mainly from the United States. 
Capital funds received from the 
States were about $560 million 
last year. Nonetheless, the trading 
deficit was so large that Canada 
still needed $400 million with 
which to balance her accounts 
with the United States. This had to 
come from overseas, particularly 
the Sterling Area, where dollar 
shortages are a continuing prob- 
lem. 

While for the first six months 
of 1952 Canada had a trading sur- 
plus of $164 million against a 
deficit of $339 million the previous 
year, the reason for this improve- 


ment is disturbing. Although the 
deficit with the United States is 
down slightly at $326 million, sur- 
plus with overseas countries has 
risen astonishingly from $45 mil- 
lion to $490 million. The value of 
overseas exports increased by 
nearly 55% and two-thirds of this 
was in the main attributable to 
increased sales in the United 
Kingdom, Brazil and South 
America. 

It is, therefore, readily seen how 
necessary it is for Canada to ex- 


pand and diversify ,her export 


maintained or possibly exceeded. trade, as it is questionable as to 
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whether the overseas countries 
mentioned above can maintain 
their purchases from Canada at 
current levels. 


Bond and Steck Markets 


The tabulation reproduced be- 
low points out very clearly the 
trend of government bond yields, 
which rose slightly during the 
final quarter of 1951 and remained 
quite steady until July of this 
year and then started to rise 
again. 

The Canadian stock market, 
with one or two exceptions, has 
followed the general pattern of 
the American market. The excep- 
tions, of course, are covered by 
those classes of stocks which were 
selling far beyond their relative 
merit. The most striking example 
is reflected by the oil shares, 
which have declined in the past 
three months just as sharply as 
they advanced in the previous 12 
months. Speculation, of course, 
had a great deal to do with this. 

We do not feel that it is the 
purpose of these reports to discuss 
the relative merits of any class 
of security but rather to point out 
that, fundamentally, whether it 
be the oil development or the nat- 
ural gas development or any 
other, their value will be proven 
in time to come. No doubt some 
of the unwise speculations were 
fostered as a result of the pub- 
licity given by American publica- 
tions to our commerce and indus- 
try and to our wealth of natural 
resources. 


We appreciate that American 
Investment Bankers have been 
giving an excellent and valuable 
service to inquiries regarding 
Canada’s growth. This is evi- 
denced by an ever increasing 
number of requests from U. S&S. 
members for information being 
received by us. Further evidence 
of such is the opening up of 
Canadian branches by New York 
member firms; the increase in the 
number of Canadian securities 
being listed for trading in New 
York and the formation of several 
investment companies in the 
United States to invest solely in 
Canada securities. 


We also wish to record that 
American interest in Canada is 
being reciprocated and that Cana- 
dians are being given a better op= 
portunity to buy shares of some 
of the larger American companies 
doing business in Canada as is 
witnessed by the listing on Cana- 
dian Exchanges of the shares of 
Standard Brands, General Motors, 
Johns-Manville and General Dy- 
namics during the past year. It is 
to be hoped that as the economy 
grows and American investors 
continue to make investments in 
our shares, members of the In- 
vestment Fraternity will point out 
one great difference between your 
markets and those of Canada— 
and I refer to the narrowness of 
our market as compared with 
yours. It is not, and will not be 
possible for some time in a rapidly 
declining market, to dispose of 
shares at fractional changes, any 
more thar it will be possible, in a 


rising market, to so purchase. 


them—in other words, fluctuations 
are bound to be of a much sharper 
nature, as a sizable purchase or 
sale can affect prices appreciably 
in our markets. 


Extradition Treaty 


In June the Canadian Parlia- 
ment completed ratification of the 
Supplementary Convention be- 
tween Canada and the United 
States for extradition of Canadian 
citizens in-ease of fraud. The Con- 
‘vention had been previously rati- 
fied by the U. S. Senate. 

The Supplementary Convention 
amended the existing extradition 
treaty to correspond with those 
sections of the Canadian Criminal 
Code which deal with the fraudu- 
lent sale of securities. In turn, 
these sections have corresponding 
clauses in U. S. Federal Statutes. 


The new clauses have extended 


extraditable crimes to “obtaining 
property, money or valuable se- 
curities by false pretenses or by 
defrauding the public, or any per- 
son by deceit or falsehood, or 
other fraudulent means” and 
“making use of the mails in con- 
nection with schemes devised or 
intended to deceive or defraud the 
public.” 

The steps that have been taken 
to make both the Canadian Crim- 
inal Code and the extradition 
treaty correspond with American 
law, will allay, to some extent, 
objections to the principle of dou- 
ble criminality. This principle, 
which is incorporated in the U. S.- 
Canada Extradition Treaty, states 
that the crime with which a fugi- 
tive is charged must be a crime 
both in the country in which it is 
alleged to have been committed 
and in the country where the fugi- 
tive is found. 

Thus, before a person can be ex- 
tradited from Canada, he must be 
brought before a Canadian Court 





with a view to establishing evi- 
dence of criminality under Cana- 
dian law. If the evidence is suf- 
ficient, the fugitive is surrendered. 
Now that the Canadian Criminal 
Code, the U. S. Statutes and the 
extradition treaty have analogous 
clauses with respect to fraudulent 
security sales, any American de- 
mands for extradition should be 
largely satisfied. 


Exchange Control 


You are all familiar with the 
action taken by the Canadian 
Government last December in re- 
moving all Foreign Exchange 
Control with the result that the 
Canadian dollar, worth, at that 
time, about 96 cents U. S., had, at 
late January, 1952, moved to 
parity. From that point it climbed 
gradually to a high of $1.0431 last 
August 13th. It has fluctuated 
around this figure until late Oc- 
tober or early November, when it 
declined rather sharply to about 
$1.015. The strength in the Cana- 


Long-Term Government Bond Yields 





ANNUAL AVERAGE: *Canada United States United Kingdom 
SEED: cpbidien titi atldiecdle 3.35 2.61 jini 
BE cbctsisdweeanenh 3.28 2.38 3.45 
EID sticsnarchinesliniaadinaias 3.39 2.21 3.00 
SE. nsstcciesiicidteainikie 3.26 1.98 2.92 
CRS ae 3.17 2.24 2.86 
I. iterates in ioceadiiahintl 3.17 2.15 2.89 
I: Oe cunlcthcich-chastadinieaiiiite 3.10 2.49 2.88 
gr aes eee 2.98 2.37 2.95 
SI sch dsehesitiishibibiminansiides 2.63 2.15 2.52 
I ail, Since tintin 2.59 2.20 261 
ee 2.93 241 2.82 
ees 2.85 2.24 2.93 
| RS eee 2.77 2.24 3.19 
EE < "alin hectictcleatiabaates 3.21 2.58 3.49 

MONTHLY AVERAGE 1962: 

EE. chavteceminghtinens 3.49 2.72 4.10 
ESR 3.50 2.71 4.17 
EE? crrikacadnansin 3.52 2.70 4.29 
Ag SO RE 3.52 2.60 421 
EY aT 3.46 2.53 4.29 
A. aed nlck edidinasepes 3.49 2.55 447 
GE Rankin wh atinie 3.57 2.55 445 
Ds wile chon tain 3.61 2.65 426 
September _.. ---- 3.62 2.68 4.12 
*Canada— 

1906-1064. 2.2222 cet ccs ‘3% Perpetuals 

I een 3% 1959/62 
OER GR ane “TS eh 3% 1961/66 

+United States— 

NT a RS A 2%% Mar. 15, 1956/60 
) Re RE aah ape ane xO 2%% Mar. 15, 1956/58 
1944-present —...........--.--- 2%% Dec. 15, 1963/68 
tUnited Kingdom— i, # 
ES Kar ie aaa A CO “3% July 15, 1954/58 
194§-present _.........__---_-- 3% Apr. 15,° 1959/68 


Seurce: Bank of Caneda, Statistical Summary. 
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dian dollar was a result of a-heavy. 
met inflow of capital:funds and,. 
gr recently, due to a surplus 
Trading Account. Canadian 
Gacncannant holdings of gold and: 
U. S. Dollars have risen steadily 
from $1.61 billion in September, 
1951 to $1.86 billion in September 
of this year. At the same time, 
feading on current account, which 
recorded a deficit in 1951, has 
been running at a substantial sur- 
plus during the current year. 


The Federal Budget 


On March 31 last Canada ended 
its fiscal year with another sur- 
plus—its sixth in succession. The 
amount of the surplus was used 
to write down the net national 
debt, with the result that since 
March 31, 1946, this debt has been 
reduced by almost 15%—or to a 
total amount of $11.4 billion. By 
the end of this year it is estimated 
that the per capita debt in Canada 
will be about $800, or a little less 
than one-half the comparable 
figure for the United States. 

During the present fiscal year 
the Canadian Government will 
spend approximately $4.5 billion, 
which is considerably in excess of 
the previous fiscal year, when ex- 
pencitures approximated $3 bil- 
lion. This reflects the increasing 


impact of Canada’s rearmament. 


program, with defense outlays ac- 
counting for almost 40% of the 
total government expenditures. 


mand for consumers’ durable 
goods, Canada reduced or elim- 
inated the excise tax on such 
items as washing machines, stoves, 
electrical appliances, cars and: 
radios, and subsequent months 
have proven the efficacy of this 
action. 


In addition, measures taken in 
the previous Federal Budget to 
check inflation were revoked in 
April and May of this year with 
the removal of. all consumers’ 
credit restrictions and as a result 
retail trade has experienced a con- 
siderable revival. The increase in 
the sale of durable goods over the 
same months of the previous year 
has been substantial and all other 
lines have registered improve- 
ment, although in a less spec- 
tacular fashion. 

Revenues for the year to date 
unquestionably will permit 
Canada to continue its reputation 
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for balancing.its budget and while 
the surplus for the current fiscal 
year will be substantially reduced 


‘from ‘the huge: surplus of a year 


ago, it is indicative that the fi- 
nancial integrity of the country 
continues. Indications are that in 
the next Federal Budget, there 
will be tax reductions of a reason- 
able amount. 


Capital Investment 


Capital expenditures since the 
war have been an increasing per- 
centage of gross national product. 
The average for the years 1946-51 
was 19.7%. In 1951 more than $4.5 
billion or 21.6% of gross national 
product was expended on new 
durable physical assets and this 
year planned investment is in ex- 
cess of $5.1 billion, or 22.5% of 
estimated gross national product. 

This year’s amount is an in- 
crease of 13% over 1951 and 8% 
of this is expected to be repre- 
sented by a growth in physical 
volume. New machinery and 
equipment will be up 18% while 

on will rise 9%. The 
major increases will be recorded 
by industries whose activities are 
closely related to the defense ef- 
fort and the development of 
strategic resources. Chemicals will 
increase 129%, non-ferrous metals 
90%, iron and steel 62%, petro- 
leum and coal 60%, rubber 52%, 
railways and water transport 32%, 


- transportation equipment 32%. On 
In an effort to stimulate the de-. 


the other hand, housing, whole- 
sale and retail trade, commercial 
services, finance, insurance and 
real estate will all be down. 

Foreign investment at the end 
of 1951 had a book value of $9.4 
billion—up 9% from 1940. Of this 
amount, 76% was held in the 
United States and 19% in the 
United Kingdom. Net inflow from 
U. S., although down more than 
40% from that of the previous 
year, did not have that year’s 
spectacular character. 

It is not generally realized that 
despite foreign participation in 
our economic development, the 
vast bulk of new money is still 
coming from Canadian savings. 
For instance, of the $4.5 billion in- 
vested in new enterprise last year, 
residents supplied about 85%. It 
must be admitted, however, that 
much of the venture capital is 


coming from abroad, particularly 


from the United States, . 

The Canadian’s reluctance to 
take risks, vis a vis his American 
neighbor, is usually explained by 
the Canadian temperament which, 
it is said, tends to caution and 
conservatism. However, one should 
not overlook the fact that Canada’s 
per capita income is even now 
much less than America’s and 
that, generally speaking, the as- 
sumption of risk is in proportion 
to its wealth. ‘iii 


The glamour of Canadian 
growth is undoubtedly epitomized 
by the development of Western 
Oil. The step-up in exploration 
and discovery since 1947 has been 
phenomenal and there is no sign 
of any let-up. 

Canada now has about 1.5 bil- 
lion barrels of proven reserves 
against 45 million in 1946. During 
the past five years over a billion 
dollars were spent by the oil in- 
dustry and present activity sug- 
gests expenditures of another bil- 
lion between 1952 and 1955. 


It is estimated that exploration 
and development work this year 
= cost approximately $250 mil- 

on. 


In 1951, 1,500 wells were drilled 
and the number this year will 
likely approximate 2,000. Al- 
though Alberta remains Canada’s 
premier oil reservoir, drilling 
crews are now operating in Brit- 
ish Columbia, Saskatchewan, 
Manitoba, Alberta and the North 
West Territories. The entire area 
which is regarded as geologically 
favorable, is immense—some 770,- 
000 square miles or three times 
the favorable area in Texas. This 
is some indication of the tre- 
mendous sums of money which 
will be needed to develop it 
properly. 

As reserves have — expanded, 
producing capacity has risen 
steadily. At present it is close to 
300,000 barrels a day, although 
pro-rationing has limited actual 
production ta about 200,000 in re- 
cent months. Within the next few 
years it is expected to top 400,000 
barrels daily. Such increases in 
production would hardly be un- 
dertaken without an expansion in 
outlets for the oil. 


It is, therefore, not surprising 
that the Interprovincial Pipe Line 
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and completion is expected by late 
1953 or early 1954. Initially, it will 
carry 75,000 to 120,000 barrels per 
day, while this could and probably 
will be raised to 200,000 barrels. 
In the East an oil products line 
has been completed from Sarnia to 
Toronto. This is in addition to a 
similar products line from Mont- 
real East to Toronto. 


As in the case of natural gas, 
Canadian oil is seeking its logical 
export markets in the Pacific 


Imports— 





1939 1949 1950 1951 +1952 
Agric. & vegetable products 127.8 377.4 *%485.0 *5502 *315.3 
Animals and products_...-. 32.8 74.1 *866 *130.0 *%57.7 
Fibres and textiles_..... 100.9 333.0 3645 4834 227.0 
Wood and paper___._.----. 33.7 863 1004 137.0 83.8 
Iron and its products___.-- 183.2 891.6 980.2 1,3325 9420 
Nonferrous metals .....-.~. 42.1 174.7 2155 2909 1824 
Nonmetallic minerals ....- 1328 5353 6118 6846 401.7 
Chemicals & allied products 43.7 130.7 158.1 1919 1196 
Miscellaneous products.... 54.1 158.1 172.1 2964 266.9 

751.1 2,761.2 3,174.2 4,096.9 2,596.4 . 

Exports— 1989 1949 1950 1951 $1952 
Agric. & vegetable products 220.1 773.0 *644.0 *891.6 *%455.9- 
Animals and products_-__-_- 131.8 3384 *360.0 *3504 *1448 
Fibres and textiles._._.__ 14.4 25.2 30.0 37.2 17.6 
Wood and paper____._____ 2425 8753 1,113.4 1,399.2 6946. 
Iron and. its products... _~- 63.1. 2929 2508 3420 2283 
Nonferrous metals -_..-.--- 182.9 4266 457.0 570.0 358.1 
Nonmetallic minerals —_-.-~- 29.3 73.7 1030 1308 72.1 
Chemicals & allied products 24.3 70.7 99.4 132.0 645 
Miscellaneous products -.. 16.5 117.1 61.2 61.2 54.7 

924.9 2,992.9 3,118.8 3,914.4 2,089.6 
*Approximate figure. {Eight months ending. August. {Six months 
ending A 
Source: 7 Wanton Bureau of Statistics. 
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competitive as far. sou 
land, . Oregon. This i of 
significance for the Trans ! 
tain Pipe Line. It seems _- 
ably certain that Canadian 

will be supplying U. S. consumers 


Expansion in refining capacity 
has run concurrently with 
developments in the oil industry. 
Between 1947 and 1951, $310 mil- 
lion were spent to create new re- 
fining capacity. This year wit- 
nessed the opening of a new $23 
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Canada Not Oversold in U. 5.! 


million refinery at Sarnia to pro- 
cess 20,000 barrels of Alberta 
crude daily for Eastern markets. 


Natural Gas 


Estimated reserves of natural 
gas have risen considerably over 
last year. Alberta’s reserves are 
estimated at about 9 trillion cubic 
feet and another 2 trillion cubic 
feet have been developed in Brit- 
ish Columbia and Saskatchewan. 
Most discussion of Canada’s nat- 
ural gas now focuses on exports 


and markets. Both the Alberta 
Government and the Board of 
Transport Commission have ap- 
proved exports from the Peace 
River area and a pipeline is under 
consideration which would run to 
Vancouver and thence on to Seat- 
tie, Spokane and Portland. It is 
necessary to enter the U.S. if the 
line is to be economic. First, how- 
ever, the Federal Power Commis- 
sion must give its approval. 
Plans for other pipelines in- 
clude the one from Southern Al- 
berta to Minnesota and another 
ace@ss the country to Eastern 
Canada. Many of you are familiar 
with the discussions which are 
taking place with regard to both 
of these and, therefore, regardless 
of.the factors involved, whether 
they be political or economic, we 
are all satisfied that in due course 


the obstacles will be met and the 
lines eventually built. 


Forest Products 


Of Canada’s pulp production 
25% is exported and 90% of this 
goes to the United States. The 
great proportion of this is chem- 
ical pulp. In the last few years 
prices of sulphite and sulphate 
pulps have risen much more 
rapidly than newsprint and there 
has also been a wide-scale expan- 
sion in facilities. 


The Canadian lumber industry 
is heavily dependent on exports to 
the United Kingdom and the 
United States. Demand in both of 
these countries has been spotty at 
intervals during the year. 

Contracts with the United King- 
dom expired in September and 
for the most part have not been 
renewed. On the other hand, early 
weakness in the demand from the 
United States and within Canada, 
has improved and other export 
markets such as Japan, appear to 
be excellent possibilities. The 
market for Canadian lumber is a 
bit brighter now than it was dur- 
ing the summer months. To be 
sure prices are somewhat lower 
and profit margins diminished, 
due to increased costs and slight 
wage increases but over the long- 
term the value of our tremendous 
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resources of excellent timber will 
prove their worth. 


Hydro Eleetrie Power 

Last year’s report dealt rather 
extensively with Canada’s Hydro 
Electric development—easily one 
of our outstanding assets — and 
when it is realized that present 
installed capacity is but 25% of 
its potential and that almost one- 


half of this potential is in the 
Province of Quebec, one can 
readily realize that this great 


asset will keep pace with other 
developments within our economy. 


Aluminum 


The Aluminum Company of 
Canada, Limited, the world’s larg- 
est individual producer of alum- 
inum ingots, is proceeding with an 
expansion program designed to 
raise Canadian production by 
more than 100%. 

On the west coast the Kitimat 
project is well under way. Com- 
pletion of the initial stage by 1954 
at a cost of $160 million will 
bring 90,000 tons into production. 
When the entire $500 million 
plant is finished, output is ex- 
pected to be 500,000 tons annu- 
ally. The power project required 
by the Kitimat development is on 
a colossal scale. Initially, 500,000 
hp. will be generated with pro- 
vision for a capacity of 2,000,000 
h.p. 

_In Quebec, Alcan is opening up 
the first of the two new dams and 
power houses on the Peribonka 
River. Together they will provide 
540,000 h.p. or enough for another 
45,000 tons of aluminum. 


Non-Ferrous Metals 


Canada is at present the world’s 
largest producer of nickel and 
plans under way will increase the 
output by over 10% in two or 
three years. Completion of Falcon- 
bridge’s current expansion pro- 
gram in 1954 will raise its produc- 
tion by 25% —to 35 million pounds 
annually. This company has now 
outlined a large new nickel-cop- 
per ore body in the Sudbury area; 
the indicated amount of ore is 10 
million tons and further drilling 
may uncover much greater ton- 
nage. 

Plans are well advanced for 
bringing into production the new 
Sherritt-Gordon nickel-copper 
mine in Northern Manitoba. An- 
ticipated production by 1954 is 17 
million pounds of nickel and 9 
million pounds of copper. A $17.5 
million refinery for handling the 
ores is being constructed near 
Edmonton, Alberta. 

International Nickel’s expansion 
and conversion program, esti- 
mated to cost $100 million, will be 
completed next yéar. This will 
make it the world’s largest under- 
ground mining operation. Capacity 
is expected to be maintained at 
252 million pounds of nickel an- 
nually. . 

A low-grade copper body of 65 
million tons of ore has been out- 
lined on the Gaspe Peninsula, 
Quebec,. by Noranda Mines and 


progress is being made toward 
bringing the property into pro- 
duction. 

Consolidated Mining and Smelt- 
ing has brought three additional 
lead-zinc mines into production 
and a fourth should be in produc- 
tion by the end of this year. The 
company is spending about $80 
million on the construction of ad- 
ditional refining facilities, a fer- 
tilizer plant and a hydro-electric 
power project. 

There are many others of a 
major importance but which it is 
not within the scope of this re- 
port to mention. 


Uranium 


Canada shows promise of be- 
coming one of the world’s great 
uranfum producers. Production at 


present comes from Great Bear 
Lake in the Northwest Territories. 
Recent discoveries at Beaverlodge 
and Goldfields, a few hundred 


rniles south on Lake Athabaska 
have uncovered large uranium de- 
posits. A mill is being built and 
initial production is expected by 
1953. Ultimately, output from the 
Athabaska mines may be four 
times that from the Great Bear 
Lake area. The development of 
uranium is largely a government 
enterprise but private companies 
are now entering the field and the 
government’s mill is equipped to 


handle their ores on a customs 
basis. 
Iron and Steel 


One of the most exciting de- 
velopments in Canada during the 


last few years has been the dis- . 
covery of vast iron ore deposits. . 
It now appears that the country’s 
potential production of iron ore ‘ 
is_very great. 

In Ungava along the Quebec- 
Labrador berder, exploration has 
proved upwards of 418 million 
tons of high grade iron ore to a - 
depth .of about 350 feet. Some 
estimates have put the ultimate - 


Net Canadian Ineome 
(Milittens of Dollars) 








1939 (1944 «41945 1946 41963 19918 1949 1950 1951 . 
Salaries, wages & supple- 
mentary labor income. 2,575 4,940 4.953 65,3223 6,221 7,170 7,761 8,271 9,660 
Military pay & allowances 32 3,068 1,117 340 85 82 115 ¥37 201 : 
Investment Inceme __. 917 #1.829 1,859 1,975 2,769 2,464 2,445 2,921 3,494 ‘ 
Net imecome of agric. and 
other uninecorp. business #49 1,989 1,911 47,183 2,412 2244 2373 3,077 3,79 
Net national income at 
factor cost ________ 4,373 9,826 9,940 9,427T 10,985 127,560 13,194 14,406 17,097 : 





Source: National Accounts Income and Expenditure 1926-1950. 


Industrial Production in Canada 
(Volume Indexes, Seasonally Adjusted— 1945-20 — 100) 


DIVISION OF INDUSTRY: 1939 1945 1946 1947 1998 1949 1950 1951 *1952 
Agrieulture _ 110.2 163.5 168.7 17365 171.6 1694 173.3 197.7 177.2 - 
Pulp and paper 96.7. 126.2 150.1. 166.7 176.14 1O8 1834 201.3 199.6 
Petroleum and coal prod. 106.7 164A 167.5 177.7 193.1 205.6 224.8 252.9 4236.4... 
Iren and steel products 108.7 223.9 1873.3. 211.9 221.2 220.3 226.1 253.3 256.1 
Nonferrous metals & prod. 119.5 162.5 149.7 186.4 205.0 208.0 237.2 269.7 261.3 
Electric power _. 108.4 153.7 159.2 172.5 130.2 138.2 194.4 219.6 236.1 
Composite Industrial prod. 109.3 176.3 159.2 175.5 181.5 184.2 198.3 212.0 212.4 


*Six months ending June 1952. 


Four months ending April. 


Source: Publicatiens of Domimion Bureau of Statistics. 
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reserves in this area at approxi- 
mately 2 billion tons. By 1954 ore 
should be moving at the rate of 
five million tons a year and 10 
million in 1956. If the St. Law- 
rence Seaway is undertaken pro- 
duction can be stepped up to 20 
million tons a year. 


In addition, Canada has several 
other iron developments of a less 
spectacular nature. The Steep 
Rock property, 142 miles west of 
Port Arthur, near Lake Superior, 
will produce about 1.3 million tons 
this year and output is expected to 
rise to 3.5 million tons by 1955 and 
possibly 5.5 million toms by 1957. 
The ultimate objective is 10 mil- 
lion tons annually. 


fibre and filament yarn. Canadian 
Industries Limited are spending 
$45% million in 1952-53, to manu- 
facture polythene at Edmonton, 
Alberta, intermediates for nylon 
at Maitland, Ontario, and sulphur 
dioxide. 

Since the American defense 
program began gaining mo- 
mentum, sulphur has been in 
short supply. Canadian industry 
has taken steps which will go far 
towards giving it self-sufficiency 
in this vital material. New plants 
in Alberta are now recovering 
elemental sulphur from natural 
gas. Production will come from 
smelter gases, refinery and nat- 
ural gas and iron sulphide. Cur- 
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tention to undertake concurrently 
and alone, the navigation scheme. 
Before this is possible the Inter- 
national Joint Commission must 
appoint an authority to cooperate 
with Ontario in carrying it out 
and that authority must be 
licensed by the U. S. Federal 
Power Commission. The successful 
negotiation of these obstacles may 
be long and difficult but it now 
appears that the much discussed 
Seaway is closer to reality than 
ever before. 


Province. 
Statistics. 


May we, therefore, conclude this 





*Net funded debt plus guaranteed securities. 
debt plus contingent liabilities and guarantees. 

Seurces: Public Accounts of the Government of Canada and each 
Statistical Summary Bank of Canada. Dominion Bureau of 


(2367) 43 
Outstanding Dominion and Provincial Debt 
*Dominion of Canada ‘Provinces of Total Dominion and 
(March 31) Canada Provincial 

a ae $17,348,000,000 $1,895,000,000 $19,243,000,000 . 
+ tb EE 17,109,000,000 1,953,000,000 19 '062,000,000 
1? tee 16,479,000,000  2,127,000,000  18,606,000,000 
hn Ae 16,140,000,000 2,298,.000,000  18,438,000,000 
0 kde eee 15,751,000,000  2,640,000,000 18,391,000,000 
+ SRL 15,595,000,000 2,722,000,000  18,317,000,000 
Sree s IS. DIGGER G00... cumecccces _ cnaccsunen 


*Net total funded 


Public and Private Financing in Canada 


Reported sales of new Government, Municipal and Corpora- 
tion bonds to date in 1952, with comparative figures for 1951 and 


Algoma Ore properties are rent projects will increase annual 
: " Z capacity by 246,000 tons, against 

steadily increasing their output tie in 1951 of 396,000 to 

and in Southern Ontario a number arta : : Gi 


of big America steel companies St. Lawrence Seaway 


are searching for new sources of fast December, Canada estab- 
ore, including U. S. Steel at Sim- jished the St. Lawrence Authority 
coe and Bethlehem Steel at Mar- .. 4 body empowered to construct 
mora. and maintain the Seaway, either 
Chemicals as an all-Canadian undertaking 
Current chemical plant con- or jointly with the United States. 
struction is about $200 milion, of President Truman submitted the 
which $140 million is in the field project to Congress in January but 
of petrochemicals. Industry is-de- the U. S. Senate failed to approve 
veloping rapidly around Edmon- —thus, for the time being at least 
ton, Sarnia and Montreal East; precluding a going 
where the refinery and natural scheme. 
@asses supply an abundance of In June, Canada and the United 


navigation 


primary raw materials. In Ed- States applied to the International - 


monton the Canadian Chemical - Joint Commission for approval to 
Co., a subsidiary of.Celanese Cor- develop power in the International 
poration, is building a $54 miftion Rapids section of the St. Lawrence 
plant for the production of organic River. In its application, the Cana- 
chemicals, cellulese acetate, staple dian Government ‘stated its in- 








Collier Norris & Quinlan 


MEMBERS 
MONTREAL STOCK EXCHANGE 
MONTREAL CURB MARKET 

















Collier Norris. & Quinlan 


WEMBERS 
The Investment Dealers’ Association of Canada 
Investment Bankers Association of America ‘ 


Montreal 
507 Place d’Armes 
HArbour 2201 


_... Terento 
320 Bay Street 
WAverley 2984 




















Prices quoted in United States Funds 
for delivery in the United States or 
Canadian Funds for delivery in Canada. 


EQUITABLE SECURITIES OF CANADA 


LIMITED 
220 Bay Street Torento, Canada 
Telephone: EMpire 6-1141 





report with the firm hope that the 
cooperation between the United 
States and Canada will flourish in 
the future as in the past. 

As businessmen we have much 
in common—as respective citizens 
we have even more. In business 
we are the custodians of the in- 
terests of others—as citizens we 
are custodians of great ideals 
which we hold in common. Gov- 
erned by those ideals our coun- 
tries will go forward as an ex- 
ample to the spirit of good will 


, which President Roosevelt called 


“the policy of good neighbors.” 
Respectfully submitted, 


_ CANADIAN COMMITTEE 
Arthur 8. Torrey, Chairman 
W. C. Pitfield & Company, 
Ltd., Montreal 


Frederick B. Ashplant 
F. B. Ashplant & Co., 
New York City 


Ralph D. Baker 
James Richardson & Sons, 
Winnipeg 


Russell D. Bell 
Greenshields & Co., Inc., 
Montreal 


A. E. Boothe 
Bell, Gouinlock & Company, 
Limited, Toronto 


W. T. K. Collier 
Collier, Norris & Quinlan, 
Ltd., Montreal 


Cc. G. Fullerton 
A. E. Ames & Co. Limited, 
Toronto 

James A. Gairdner 
Gairdner and Company, Ltd., 
Toronto 


W. H.R. Jarvis 


McLeod, Young, Weir & Com- ' 
Toronto 


pany Limited, 


Edward S. Johnston 
Wood, Gundy & Co.,; Inc., 
New York City 


Arnold B. Massey 
Mills, Spence & Co., 
Toronto ‘’y 


nion: 
Limited, Montreal 
George P. Rutherford - 


The Dominion Securities Cor- | 


poration, New York City 


Denzil..R.. A.) Walker « . 
Wood, Gundy: & Company, 
- Limited, Toronto - vihte =4 


‘D. B. Weldon 
Midland Securities Corpn. 
Limited, London, Ont. 


1953 Convention 
Again in Florida 

At the concluding session 
of this year’s meeting, the 
Board of Governors decided to 
return to the Hollywood 
Beach Hotel for the 42nd An- 
nual Convention of the IBA 
in 1953. The meeting will get 


underway on Nov. 29 and will 
be concluded on Dec. 4. 


r 
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1950 as follows: 


1952 1951 1950 
to Nev. 3 te Uct. 22 te Oct, 23 


Government of Canada $3,825,000,000 $3,400,000,000 $4,820,000,000 


Govt. of Canada, guar oo cenecsui)  C tabense 40,000,000 
Provincial ..........- 174,600,000 282,312,000 257,850,000 
Provincial, guaranteed_ 185,665,000 32,740,000 116,949,500 
Municipal .....-...--- 168,667,651 179,903,689 142,987,234 
Corporation ....--.-.- 341,439,000 334,665,000 280,215,303 





$4,695,371,551 $4,229,620,689 $5,658,002,037 
Less short-term financ- 


ing (less than 1 year) 3,775,000,000 3,200,000,000 3,000,000,000 





$920,371,651 $1,029,620,689 $2,658,002,037 


Of the above, the following amounts have been sold in New 
York: 





1952 1951 1950 
te Nov. 3 te Oct. 22 te Oct. 23 
- Gevesnment ef Canada... . assed,” Seussce. $50,000,000 
Provincial ~....------ $72,000,000 $239,025,000 83,700,000 
pO I aa 27,800,000 68,292,000 19,000,000 
Corporation .........- 130,900,000 2,500,000 20,000,000 
$230,700,000 $309,817,000 $170,700,000 
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Continued from page 19 


A Free Market Propels _ 
Our Economic Machinery 


to do this morning is to talk a 
little about what I consider to 
be the basic principles of propul- 
sion of our economic machinery 
and of the present competitive 
enterprise system, which we talk 
sbout glibly but not always with 
understanding. 


We are once again, not only in 
this country but in the entire 
Western World, returning to a 
recognition of the principles upon 
which our strength rests. Within 
the framework of human nature 
—of which you may or may not 
approve—the maximum benefits 
for all of us flow from utilizing 
private property, free enterprise, 
and the profit motive in accord- 
ance with the dictates of the mar- 
ket place—something that has 
been almost forgotten for a period 
of years. 

The heritage of all wars is in- 
flation. And inflation can be just 
as serious an enemy, just as 
serious a threat to the vitality 
and the vigor of an economy and 
a country, as can an enemy from 
without its borders. It is subtle. 
It is insidious. It creates the con- 
ditions which produce controls 
and regimentation, and it permits 
the excuse that after all, we have 
to move in this or that direction 
because Stalin makes it impos- 
sible to move in another way. 
There is always a grain of truth 
in that, and there is always 
some palliative that can be sug- 
gested as a temporary expedient. 
But the essentials, the basic in- 
gredients of the decision of the 
market place, have been the foun- 
dation and the cornerstone of 
the American economy and of the 
economy of the Western World. 
That is one of the reasons why 
we have been able to achieve 
current high levels of employ- 


ment and of production, a record 
expansion, and a defense pro- 
gram — which is now rolling — 
without serious inflationary con- 
sequences. At the risk of appear- 
ing too confident, I might say 
that 1 think the inflation situa- 
tion today is very much like the 
foam on the waves that you see 
out there in the sea—that this 
inflationary swing is at the tail 
end and we have caught it where, 
if we handle ourselves wisely 
and intelligently, we can prevent 
the reforming of another wave 
that will roll on and endanger 
our structure. 


Return to the Free Market 


Now this process of returning 
to acceptance and use of the mar- 
ket place is slow, painful and 
hard. It is not achieved because 
people necessarily like it; it is 
achieved because aternative 
ways don’t work—and that has 
been found out in most of West- 
ern Europe since the war. In 
struggling with the problem of 
inflation, most of Western Europe 
has gravitated around the Mar- 
shall Plan, a program that was 
in its initial stages not only de- 
sirable but intelligently con- 
ceived and intelligently planned 
—not as a perpetual handout or 
perpetual dole, but as a means 
of helping people to help them- 
selves in a period of hospitaliza- 
tion, making it possible for the 
patient to get the strength to 
earn his own way when he left 
the hospital. We have seen the 
countries of Europe that struggled 
along with Marshall Plan aid 
return to the earning process, 
one by one, and do it the hard 


way. We have seen monetary 
policy put to work in Belgium 
and in Italy. We have seen 


it 
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move from Italy up to the Nether- 
lands, On to Denmark, and’ on “to 
Britain. For the iast year Britain 
has been taking measures running 
somewhat paraile! to ours. 

I certainly don’t intend to im- 
ply that monetary policy, alone, 
xs responsible for restraining in- 
flation. Monetary policy is just 
one ingredient—one weapon or 
one test—but it is a part of the 
general method by which we let 
the forces of the market reassert 
themselves. Other tools should 
be used, of course, but if we did 
not use monetary policy, too, we 
would be turning away not only 
from the traditional way but also 
from the purposeful experience 
of the past. It seems to me that 
the record of the last few months, 
and I might say the period since 
the Treasury -Federal Reserve 
Accord in 1951, has shown that 
monetary policy, if properly used 
in cooperation with debt man- 
agement, can and does have a 
tangible, beneficial effect. 

During the past year, under the 
authority of the Federal Open 
Market Committee, an ad hoc 
sub-committee has been review- 
ing our operations in the Govern- 
ment securities market with a 
view to determining what might 
be done to develop and improve 
those operations under the 
changed conditions. 


Cooperation in “Unpegging” 
The Bond Market 


I want to take this opportunity 
to pay tribute to your members 
who have so greatly aided us in 
this task. I had the privilege 
of spending three full days, three 
working. days, with your Govern- 
ment Securities Division. I have 
never seen more interested, in- 
telligent, devoted individuals; 
it contributed a great deal to 
our understanding that we have 
been able to have the benefit 


of their experience and their 
guidance. When we were un- 
pegging the Government bond 


market we had a whole new field 
to explore. It was most encourag- 
ing to find that there were some 
groups that had been thinking 
about this problem, realizing 
that the latent inflation must 
not go on, and that at some point 
you had to put a restraining in- 
iluence on it. I thought I might 
be able to give you today some- 
thing tangible, but at the mo- 
ment, I can only report, as Mr. 
Miller did this morning, that we 
have made “progress.” 


Still, I would like to share with 
you a bit of the experience we 
had with the unpegging of the 
Government market because 
from it you can see how you get 
frozen or strait-jacketed into 
concepts which require a great 
deal of thoughtful, patient work 
to shake off if you are to permit 
the forces of the market to re- 
assert themselves. 


After 10 years of the pegged 
market, and the obvious desir- 
ability even during that time of 
minimizing monetization of the 
debt, we found that once the 
market was freed a little bit, all 
of the devices and techniques 
we had been using to - prevent 
monetization of the debt now 
worked in reverse. We found that 
the dealers, the brokers, the in- 
dividuals — that composite that 
makes up the market—thought of 
the Federal Reserve System much 
in the same way (to draw on 
my experience on the floor of 
the Stock Exchange) that some of 
the traders felt with respect to 
a pool operator in the days when 
pool operations were permitted 
in the early '30’s. Naturally, they 
were much more interested in 
finding out what the Federal 
planned to do and how the Fed- 
eral was going to operate than 
they were in making judgments 
for themselves. Also, we started 
this program of freeing the mar- 
ket under the obvious difficulty 
that people were talking about 
collapse and panic and despair 
and disaster; some said that once 


“Government bends went below 


par the credit of the United States 
would be destroyed. 


The Role of the Federai Reserve 

By now I rather enjoy recalling 
the first three of four months of 
my experience in the Federal 
under an unpegged market, but 
at that time it certainly wasn’t 
a period of pleasure. I used to 
get calls at midnight, as my wife 
can testify, from people who saw 
disaster, panic and collapse on 
the horizon merely because there 
had been a movement of a few 


thirty-seconds in the Govern- 
ment securities market. The 
word “stability” had come to 
mean “stagnation” and “frozen 
prices.” Yet today, after 18 


months with an unpegged market, 
there is still too much uncertainty 
and unawareness of the desir- 
ability of letting the market 
forces reassert themselves, too 
little understanding of the part 
the Federal should and must 
play in supplying reserves to the 
market or absorbing reserves 
from the market. Against that 
background, it is our purpose to 
try to develop and write some 
ground rules which will give 
those of you who participate in 
the market, and those of you who 
have contacts in the market, an 
understanding of how the Fed- 
eral may intervene, when it will 
intervene, and for what purpose 
it will intervene; also, an under- 
standing that the intervening 
will always be at a minimum and 
not at a maximum. 


We had the problem of the con- 
cept of “maintaining an orderly 
market.” I tried nefore several 
committees of the Congress to 
define “orderly market.” I don’t 
think I was very successful, but 
I do think that gradually our 
emphasis has been shifting toward 
a realization that we should not 
be the judges of what an orderly 
market is; that our efforts should 
be directed more toward prevent- 
ing disorderly conditions—if you 
can see the shade of difference 
in emphasis—and that even there, 
we ought to be extremely careful 
about attempting to intervene 
unduly and in determining in the 
Open Market Committee what is 
a sound or unsound Government 
securities market. The direction 
in which we are trying to move 





. Thursday. December 18, 1952 


is, we believe, the right way to 
maintain the fundamental credit 
of the United States. However, 
a very good friend who had some 
Government securities was ter- 
ribly distressed when his bonds 
went down. He had no under- 
standing whatever of what a mar- 
ketable security was, and he 
started out by telling me that the 
credit of the United States had 
been destroyed—that it had been 
debauched, and that I was partly 
responsible. I listened as pa- 
tiently as I could and tried to 
explain to him that the credit 
of the United States hadn’t been 
debauched; that the credit of 
the United States was stronger 
than it had ever been; that we 
were trying to get at the root 
of the matter, the purchasing 
power of the dollar, and see that 
the integrity of the currency is 
such that when those bonds come 
due and when interest on your 
bond comes due, you will have 
something you didn’t have before. 
After two and a half hours I 
hadn’t made any progress, but it 
was interesting to me for this 
reason: he was showing me a 
statement from his broker when 
I happened to notice that on one 
of his sales he had sold several 
Government securities at 103%. 
So I asked, “What did you pay 
for those securities?” It turned 
out that he had gotten them at 
par. As he put it, “I got those 
on subscription, through my 
banker.” Then I asked him, “Did 
you send the Treasury a check for 
those 342 points you made?” It 
was the only thing that made an 
impression on him. 


In my early experience in fi- 
nance, I was trained in the view 
that there is no risk in Govern- 
ment securities. Certainly in a 
government like the United States, 
there is no risk whatever. You can 
depend on that completely. The 
only risk is in currency deprecia- 
tion. That risk, we are confident, 
will be minimized by molding our 
thinking, within the framework of 
logic, to reliance on the forces of 
the market. 


Clearing Away Debris in Govern- 
ment Bond Market 


Let me give you just one illus- 
tration which supports that view. 
The year 1951 was largely a year 
of clearing away the debris in the 
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Government bond market and re- 
establishing some of the forces 
that make fer a freer market. The 
Federal attempted to move away 
from several things: from mother- 
ing the market, and from the so- 
called open mouth policy. Of 
course when you haye a bond 
account of the size of the Federal’s 
bond account, it is very easy to 
move in the other direction; very 
easy to say, “Why don’t we make 
the market—we will make it what 
it ought to be. We will be the 
judge of whether it ought to go up 
this amount or down that amount.” 


That is a very natural tempta- 
tion for one who gets control of 
a large block of securities, as I 
learned years ago while watching 
some of the people who made 
markets on the floor of the Stock 
“Exchange. I remember standing in 
a General Motors crowd one day 
on the floor of the Exchange when 
it was rumored that an important 
-executive of the company had un- 
loaded his stock, and the company, 
-therefore, so far as the traders 
‘were concerned, was absolutely 
worthless. I happened to have 50 
shares of General Motors at the 
time, and I thought, “There is no 
hope for this company, so I had 
better rush over there and sell 
my 50 shares.” 


Right then, a little trader for 
whom I had great respect and 
with whom I talked a great deal 
came up to me on the floor and 
said something like this: “You 
know, that is a great company; it 
is going places; it doesn’t make 
any difference whether a big exe- 
cutive has sold all his holdings in 
it or not—the company, the auto- 
mobile business, is still there, and 
if they haven’t got the right man- 
agement now, they can get a new 
management.” Those words en- 
couraged me very much. I held 
my 50 shares, and later sold them 
for a small profit. 


That case, to me, demonstrates 
something fundamental. We don’t 
really have to worry about the 
credit of the United States if we 
handle our fiscal, monetary and 
debt management problems prop- 
erly. Both the Treasury and the 
Federal Reserve — jointly — are 
deeply and sincerely interested mn 
restraining inflation and main- 
taining the integrity of the dollar; 
none could be more interested 
than is the Treasury of the United 
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the privilege of working. Let me serves 
remind you that during the Pat- the Reserve System. 

man Committee hearings he came I’ was quite impressed at the end 
out clearly and explicitly for the of the eight-week period. Mind 
independence of the Federal Re- you, one swallow doesn’t make a 
serve System. 


Renewal in Deficit Financing 


they hadn’t goiten 


that eight-week period certainly 


the debris. 


ing into 1952, came deficit finance. the period and refunded $2,000,- 


I saw it loom late in 1951, because indebtedness before its close. That 
I thought, maybe that is the spark , pee pa 
that will really ignite the fuel that the benks taund the new issue at 
is lying around. But we had a 
very interesting experience, and I 
would say that the deficit financ- 
ing we have had to date has been 
largely non-inflationary. When 


that, at the end of the eighi weeks, ° 
-they held $1,400;,000,000 of the 
$4,200,000;,000 in new securities. 
And yet, during the same period, 


- there was a decline of nearly our friend the economist about the 

wereld es 9A tes Bed Bays Bye $600,000,000 in total holdings of effect of monetary policy —. 
: ; : _ Government securities—including tion—or rather its lack of effect— 

rere A! stat fliy agg reminded him of the time when 
Max Baer was fighting Joe Louis. 
Baer had taken a pretty bad 


year issue in the early part of the 


strued as inflationary. It im- the new issue—and in loans hy 
pressed me very much that even banks against Government securi- 
some of the financial publications ties. So instead of more inflation, 
didn’t seem to understand what 
‘the reserve process was, so they 
said—just automatically—this is v 
inflationary. I was asked to an- Know some of you will say, oh 
swer one article, but I said no, it that is short-term; it will just 
is not worthwhile; give them six come back. But the very fact that 
weeks, and the answer will ap- it happened at all shows that the 
pear on its own power. And so it process of reappraisal and read- 
went. When the 254% issue came justment is going on. Other things 
out it was attractive to banks all show it too. There was the period 
right, but it wasn’t available to when mortgages were being 
them because nonbank investors picked up right and left. An insur- 
took it up under the subscription ance executive told me that when 
technique. Now I won’t say this the Government market was un- 
was handled either badly or well; pegged he sat down to lock at 
that isn’t the point of my iliustra- some of those mortgages he had 
tion. You have to learn step by been getting and found quite a 
step how to do some of these number of commitments he 
things, relearn some of the proc- wished he hadn’t made. Here 
esses that you knew very well again was the market, bringing 
at one pcamg Rs ad that time was into play penalty and reward. 
years ago. is issue was over- People say to you, “Well, you 
Wo aee High evel eatin ioe’, can't measure moneiary policy.” 
, 0, I don’t think you can, ard I 
period of several weeks and ynderstand the plight of newsmen 


everyone said: “Oh, this is infla~ who come to me from time to time 
tionary!” But what happened? and say there is no news in mone- 


Banks found they weren’t getting tary policy. No, there can’t be, be- 


reserves from the Federal Re- cause monetary policy doesn’t 
serve System, so they begun to work all in a single afternocn, so 


reappraise their portfolios. Then it doesn’t make spot news. Yet it 
the short-term rate began to go is it process «oak rye agente dy 

: : - With a general effect on the econ- 
up and, as it did, corporation omy, although it isn’t measurable 
treasurers who had idle deposits 


in precise terms. 
began to think that investing : ‘ f 
might be worthwhile, and began @¥€Stion of Effect of Monetary 


to buy bills. That in t k ireepd 
oe) ene. at in turn teo That brings to mind a talk I 


by virtue of the market attracting 
corporate deposits 


























States, or the Secretary of the Care of the banks, for they pro- had some time ago with a very 
Treasury with whom I have had ceeded to sell bills to get the re- brilliant economist who didn’t be- 
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from lieve that monetary policy had 
any effectiveness whatever. He 
has had doubts recently as to how 
correct his convictions were. He 
remarked that he couldn’t see that the effect of monetary policy. 
summer, but what happened in an interest rate adjustment.of an 
Wgth of 1% has any effect what- 
: ; is indicative of the cffectiveness ever on the economy. | replied 

I would like to give you one of the free interplay of market that I couldn’t prove to him that 
more experience in clearing away forces. The Treasury raised over our policy had‘ been-effective, but 
In 1951, and extend- ‘$4 200,000,000 at the beginning of that, after all, we had been hav- 
, ing stability at high levels in this 
Now I was greatly disturbed when 900,000 of maturing certificates of country—with some forces of in- 
flation and some forces of defla- 
tion, but equilibruim in the main 
tractive was shown by the fact for a period of many months. 

At this point, an ‘associate of 
mine on the Board; who has a 
very nice way of putting things, 
suggested that the comments of public 
group of super men or any super 
staff that you are likely to have 
in Washington or in your own 
business. For this applies to our 
private business as well as to the 
Government. From it, you will get 
seventh the framework that will support 
round ended, he had bleed over free demeeratic institutions. 
into bills. I one eye and sweat was oozing 
from his brow. His handlers were 
doing everything they could to 
make him not only able but will- 
ing to get back in the ring with 
Louis, so they said: “Maxie, he 
isn’t hitting you at all—he isn't 
touching you. Just get in there 
and sock him in the jaw.” Just Federal 
as the bell was about to ring, and 
as they mopped his brow for the 
last time, Maxie turned around, 


rather peevishly, and said: “If he 
isn’t hitting me, you fellows bet- 
ter keep an eye on the referee, 


we had a touch of credit restraint, drubbing. 





knocking the hell out of me.” 


Market Place 


administrators or 


When ithe 


Reserve System, 
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That may be about the only sori 
of measurement you camapply to 


Solution Lies in Freedom of 


I want to reiterate what to me is 
the crux of the matter: that we 
should be seeking solutions for 
today’s problems as energetically 
and as intelligently as we can so 
as to make sure that we preserve 
freedom of action and choice in 
the market place. The reason is 
that the decisions, the judgments 
of the market place by and large 
will be sounder than those of any 
any 
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because somebody in that ring is 


One of those institutions is our 
Federal Reserve System. I have 
been impressed with how effec- 
tively the defects revealed in our 
monetary system in the period of 
1906-1907 have been overcome by 
the successful working of the Fed-- 
eral Reserve System. True, the 
must 
change its course and must adapt 
itself to changing times and pro- 
gress like any other organization, 


but the adjustments that should 
be made must be made in accord- 


Continued on page 46 
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have no shortages of currency— 
except temporarily when demand 
for. small coins gets ahead of the 
coinage—and we hardly realize 
there once were problems in terms 
of elasticity or inelasticity of our 
currency. But it was also found 
that bank reserves had a way of 
scattering or disappearing when 
they were most needed, and also 
of starting a sad chain of events. 
So the Federal Reserve System 
was givén power to expand and 
contract reserves—a power that 
goes to the heart of our money 
system. 

Thus the money system is di- 


rectly and fundamentally related 


Continued from page 45 

Our Economic Machinery 
had a money panic and that the 
people who struggled with the 


solution for that panic, realizing 
it must not happen again, founded 


our present Federal Keserve Sys- 
tem. Before that, money had a 
tendency to appear when it was 
least needed and disappear when 
it was most needed. Today we 


ante with fundamental principles. 
Afid I insist that the basic prin- 
ciples of propulsion center around 
the market place, not distortions 
of the market place either by pool 


operators or by a Federal Reserve 
committee with a large amount 
of government securities. 

You will recall that in 1907 we 





iis realize are mutually contradictory * 
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to letting the adjustments be made 
by the market place. If- we ever 
let political or.-self- : 
ish private. interests obscure «the ° 
fundamental ~ principle ‘that « the © 


currency belongs to the peopie, 


then we will have destroyed the 
fundamental ingredient of a sound 
business economy and swept away 
the base of the free enterprise 
system. Because the Federal Re- 
serve System upholds the funda- 
mental principle and stands 
against forces that might destroy 
it, the System frequently is called 
the primary bulwark of the free 
enterprise system. 

Considerable study has been 
given, in the Patman Committee 
hearings particularly, te the role 
of debt management in achieving 
price stability and high level em- 
ployment—two things that you all 


in one -sense, however desirable 
they are socially. I am glad that 
price stability. was given the same 
consideration as high level em- 
ployment because’ we had been 
hearing for a long time that prices 
didn’t make any difference, ex- 
change rates didn’t make any dif- 
ference; and interest rates: didn't 
make any difference. Well, once 
again we are realizing that: they 
do; realizing that the productive 
capacity of American business is 
such that you will have to reduce 
prices in order to sustain volume 
on the scale needed for high level 
employment, or else that in order 
to keep prices up, you will have 
to reduce the number of units— 
and that will mean some unem- 
ployment. We should never again 
in this country permit the misery 
and suffering that existed as a 


-result. of the unemployment fol- 


lowing the ’29 collapse. But let’s 
not have our social security or our 
welfare work impair the funda- 
mental working of the system that 
has made us great and made us 


‘ strong. 


I'd like to conclude by reciting 


; an experience I had in Moscow 


Aluminum cable stranding 
“operation at mill of Anaconda Wire 
°& Cable Company, Great Falls, 
Montana. This subsidiary, leader 
in the production of copper con- 
@uctors, is now applying its many 
"years of know-how to the manu- 
focture of aluminum wires and 
‘cobles—will soon be using 
Anaconda Aluminum. 


™ course of the evening, 


in 1943 when I went there on a 
lend-lease mission. Our group was 
having dinner with the Russian 


™, equivalent of our Secretary of 
% *, Commerce and Secretary of De- 


fense, all rolled into one. In the 


he ex- 
pounded at length on the Russian 


: system. Then he began question- 
.ing -me; because he thought I 


would know something about 
American business and finance. I 
told him things don’t work in our 
country as they do in -his, that we 
depend upon the market place to 
make decisions. Oh, he said, we 
couldn't” permit ever here oo 


"..yOu just couldn’t have it. Then 


The formation of Anaconda Aluminum Company, and recent 
ground-breaking operations on a $45,000,000 aluminum~ plant, 
mark Anaconda’s broadening interest in nonferrous metals. The 
new plant at Columbia Falls, Montana, with a capacity of about 
50,000 tons of primary aluminum per year, should be completed 
early in 1954. . 

This step in aluminum reflects Anaconda’s oie: determina- 
tion to move forward. The Company's current program of expan- 
sion, modernization, and -improvement — at ‘mines, mills, and 


fabricating -plants — is designed to keep Anaconda first in non- 
ferrous metals. 


ANACONDA 
ALUMINUM COMPANY 


Subsidiary of Ancconda Copper Mining Compony 
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oss se slemocratic institutions. — 


he went on to tell about the 
marvels of American products and 
how he simply couldn’t under- 
stand how the jeeps we were 
sending over there seemed to roll 
in an unending stream. Yet, in the 
end, he went back to the initial 
argument, ending up on this note: 
“That is fine, this matter of free- 
— but we just-couldn’t ‘permit 
t.”’ 

Well, I said, that may be so, 
but I just want to point -out to 
you that we in the United States 
can’t permit it. net te be, because 


‘that is the preeess by.-which our 


strength has been created. We are 
free men because we are strong, 
and our strength comes ‘from the 


working of the market place in 


aecordance with proper. incentives 


_ —from realization that in making 
‘our adjustments we are not-im- 


pairing the fundamental structure. 
Yes, whether it is the New Capi- 
talism of Theodore Roosevelt or 
the New Freedom of Woodrow 
Wilson, or even the New Deal of 
Franklin D. Roosevelt, the adjust- 


ment itself must be made within 
the framework of the solid, funda- 
mental concept that there will be 
a minimum of intervention in the 
market place, and that we will 
depend on the composite of deci- 
sions as the basis of free, strong, 
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Continued from page"28 ~~ 
or other facilities constructed or 
maintained at public expense. 


Revised Transport Policy 


Another major undertaking 
dealing with the problems of ne- 
tional transportation policy is new 
rapidly reaching the action stage. 
For the last several years our 
~oor have made reference to 

Geoperative Project of the 
Gacetes Aobocintinnns 
America, which seeks by agree- 
ment among all. interested parties 
to formulate a modern transperta- 
tion policy geared to today’s com- 

conditions. The repert- of 
the Cooperative Project is now in 
the -hands..of the Board of Di- 
reeters of the Transportation As- 


.seciation of :America and has re- 


ceived widespread acclaim from 
many groups interested in our 
transportation problems. 

A number of bills ' affecting 
transportation regulation were 
introduced in the Senate in Jan- 
uary of this year. One of the more 
important of these bills would 
revise the basic rule of rate mak- 
ing and another seeks to reduce 
the time lag which has been ex- 
perienced between the impact of 
higher costs and the achievement 
of compensating rate increases. 
These bills, as well as many of 
the others, bore a striking resem- 
blance to certain of the recom- 
mendations contained in the re- 
port of the National Cooperative 
Project, although we do not be- 
lieve they were then promoted 
by the Transportation Association 
of America. While these bills were 
not enacted into legislation dur- 
ing the last session of Congress it 
is to be hoped that public opin- 
ion fostered by the Transportation 
Association of America program 
will accomplish a greater degree 
of success in the 1953 Congress. 


We recommend that all friends 
of free enterprise, and particularly 
those interested in transportation 
—whether as users, providers or 
investors — support the Transpor- 
tation Association of America pro- 
gram. 

Respectfully submitted, 
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Russell E. Siefert, Stera . Brethena & Co., Kansas ag + Mr. & Mrs. Mark A. Lucas, i Veen Robert L. Thayer, Lehman Brothers, New York a" Richard B. Waibert, Lehman Rae een New 
Quieg. 
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Irving H. Campbell, Beli, Gouinlock & Co., Toronto; Mrs. Arnold B. Massey; Mrs. Irving H. Campbell; - Frank T. Kennedy, New York City; Mr. & Mrs. Lewis F. Lyne, Mercantile National Bank, Dallas; 
Mrs. William M. Alley; Arnold B. Massey, Mills, Spence & Co., Toronto; Mr. & Mrs. James A. Cranford, Atlantic National Bank, Jacksonville, Fla.; 
William M. Alley, A. E. Ames & Co., Inc., New York City Mr. & Mrs. Stewart A. Dunn, C. J. Devine & Co., New York City 





John Latshaw, Uhimann & Latshaw, Kansas City, Ciarence A. Bickel, National Association of Securities Dealers, inc., Milwaukee; Ludlow F. North, Harry A. McDonald, Reconstruction Finance Cor- 


Mo.; Hugh Bradford, Southwestern Securities Robert W. Baird & Co., Milwaukee; Mr. & Mrs. David H. Callaway, Jr., First of Michigan Corporation, poration, Washington, D. C.; Joseph T. Johnson, 
Company, Dallas New York City; W. Sydnor Gilbreath, Jr., First of Michigan Corporation, Detroit; The Milwaukee Company, Milwaukee 
Joseph L. Morris, The Robinson-Humphrey Company, Atlanta 


ie 


Mr. & Mrs. Thomas M. Johnson, Johnson, Lane, Space & Co., Mr. & Mrs. Russell M. Ergeood, Jr., Stroud & Company, incorporated, Mr. & Mrs. William S. Hughes, Wagenseller & Durst, inc., Los 
Savannah; Joseph T. Johnson, The Milwaukee Company, Milwaukee; Philadelphia; Mr. & Mrs. Gilbert Hattier, Jr.. White, Hattier & Angeles; Mr. & Mrs. John L. Kenower, Kenower, MacArthur & Co., 
Mr. & Mrs. Julian A. Space, Johnson, Lane, Space & Co., Savannah Sanford, New Orleans Detroit 


Federal Legislation Committee; William K. Barclay, Jr., Stein Bros. & Boyce, Philadelphia, Chairman 
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Mr. & Mrs. 
Mr. & Mrs. 


Emi C. Williams, A. M. Kidder & Co., New York 
City; Al Seaber, A. M. Kidder & Co., Miami; 
Herbert McNichol, 


Miami 


A. M. Kidder & Co., Ft. Lauderdale, Fla. 


©. Norman Peterson, Equitable Securities Corpora- 
tion, New York City; Eugene L. De Staebler, Sills, 


Allen, E. Ray Allen & Co., Chicago; 
. E. Bradshaw, Woodmen of the World, 
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Mr. & Mrs. Rudolf Smutny, Salomon Bros. & Hutzler, New York City; Mr. & Mrs. Theodore A. von 
Glahn, Salomon Bros. & Hutzler, New York City; Mr. & Mrs. Benjamin J. Levy, 


Nebraska Salomon Bros. & Hutzler, New York City 


Omaha, 


% 
.% 
hows tl ie = ‘i. A “4 
Andrew S. Mills, Newhard, Cook & Co., St. Louis; Mr. & Mrs. Joseph P. Lombardo, Stubbs, Smith & Lombardo, 


Charles B. White, Chas. B. White & Co., Houston; B.rmingham; John L. Blake, Eaton & Howard, Incorporated, Boston; 
Malon C. Courts, Courts & Co., Atlanta Mr. & Mrs. H. Wilson Arnold, Arnold & Crane, New Orleans 


RE LOO . ha é ‘ 

F. D. Farrell, City National Bank & Trust Co., Kansas City, Mo.; Eimer G. Hassman, A. G. Becker 

& Co., Chicago; Thomas W. Evans, Continental-/llinois National Bank & Trust Co., Chicago; Mark A. 

& Co., Lucas, Jr., Lucas, Eisen & Waeckerle, Kansas City, Mo.; Alan K. Browne, Bank of America, N. T. & 

Garland Wright, S. A., San Francisco; Milton S. Emrich, Julien Collins & Company, Chicago; S. David Lamon, 

Blyth & Co., Inc., Los Angeles; Andrew S. Mills, Newhard, Cook & Co., St. Louis; 
Harry croft, Beecroft, Cole & Co., Topeka 


A. M. Kidder 
Beach, Fla.; 


_ . TE ile P attr # We- ie % Y he 
Education Committee meeting; Norman Smith, Merrill Lynch, Pierce, 


Fenner & Beane, New York City, Chairman 


Fairman & Harris, Inc.; New York City; William 
M. Rex, Clark, Dodge & Co., New York City 


Mr. & Mrs. Jesse A. Yaneers, Jr., Sanders 
& Mrs. Charles B. White, Chas. B. White & Co., Houston; Gerald B. 
West, Stone & Webster Securities Corporation, New York City 
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Edward B. Wulbern, R. S. Dickson & Co., inc., 

Charlotte, N. C.; George L. Martin, International 

Bank, New York City; David H. Callaway, Jr., 
First of Michigan Corporation, New York City 


& Newsom, Dalias; Mr. 


H. Albert Ascher, W. E. Pollock & Co., Inc., New 
York City; Henry L. Harris, Goldman, Sachs & Co., 
New York City; Gordon Reis, Jr.. Seasongood 
& Mayer, Cincinnati; Brainerd H. Whitbeck, 
First Boston Corporation, New York City 


Gordon Calvert, Investment Bankers Association, 
Washington, D. C.; Frank L. Reissner, Indianapolis 


Bond & Share Corporation, Indianapolis, Ind.; Al- 
bert T. Armitage, Coffin & Burr, Incorporated, Boston 
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Stock Exchange Relations Committee; James F. Burns, Jr., Harris, Upham & Co., N. Y. C., Chairman 





Carl H. Doerge, Wm. J. Mericka & Co., Inc., iteclends Frank P. John G. Heimerdinger, Walter, Woody & Heimerdinger, Cincinnati; William S. Hildreth, Peoples National Bank, Chariottesvilie, Va.; 
Gallagher, mH Pucbeds & Co., New York City; Frederick J. Julian A. Magnus, nus & Co., Cincinnati; John M. Heimerdinger, Roderick D. Moore, Branch, Cabell & Co., Richmond, Va.; 
ton, H. Sattley & Co., Inc., Detroit; R. C. Chapman, Walter, Wood "elardimans, Cincinnati; Stanley G. McKie, Thorburn Rand, Rand & Co., New York City; Julian A. 
Reisen Reid @ Co., Cleveland; Harold R. Chapel, Weil, Roth & Irving Co., Cincinnati; Charles A. Magnus, Magnus & Co., Cincinnati; James W. Chandler, 
McDonald-Moore & Co., Detroit Richards, Field, Richards & @ Co., Cincinnati W. L. Lyons & Co., Louisville, Ky. 


Federal Taxation Committee; James M. Hutton, Jr.. W. E. Hutton & Co., Cincinnati, Chairman Blyth’s Black Bean Broth 


Quitman R. Ledyard, J. C. Bradford & Co., Nashville; Thomas Whiteside, Chace + Whiteside, West é Ralph Phillips, Dean “ig & —. Los Angeles; 


Winslow, Boston; William iam J. Anderson, Jr., Equitable Securities Corporation, Nashville; Donald B. Lewis J. itney, Jr., sey-T — & Co, 
v Brayshaw, Lord, Abbett & Co., Atlanta; Bayard Dominick, Il, Dominick & Dominick, New York City; Leos Angeles; Edward ay kinson, Jr., 
a5 Francis D. Bartow, Jr., Bart J. Kary Beavers, Trust Company of Georgia, Atlanta; G. Shelby Friedrichs, Drexel & Co., Philadelphia 
Co., Howard, Weil, Labouisse, Friedrichs & Co., New Orieans 
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H. Wilson Arnold, Arnold & Crane, New Orleans; & Mrs. Roderick D. Moore, Branch, Cabell & Co., Richmond, Va.; Mr. & Mrs. Eugene H. Cassell, Mr. & Mrs. Walter Morse, Lehman Brothers, 
Edward D. Muir, Russ & Co., San Antonio . F. Cassell & Co., Charlottesville, ver ; Mr. & Mrs. James W. Chandler, W W. L. Lyons & Co., Louisville New York City 


kaward 3S. Amazeen, Coffin & burr, Incorporated, Boston; Walter Julian W. Tindall, J. W. Tindall & Co., Atlanta; James W. Speas, Ralph Fordon, Fordon, Aldinger & Co., Detroit; h H. Fauset, 
A. Schmidt, Schmidt, Poole & Co., Philadelphia; Edwin A. Stephen- First National Bank, Atlanta; Lloyd B. Hatcher, Trust Compe of Fauset, Steele & Co., Pittsburgh; E. Jansen Hint, White, Weld & 
son, Chase National Bank, Chicago; Wm. Russell Barrow, Barrow, Georgia, Atlanta; J. Hollis Austin, J. W. Tindall & Co., Atlanta; Co., New York City; Cyrus B. Aldinger, Fordon, Aldinger & Co., 
Leary & Co., Shreveport, La.; James W. Means, Courts & Co., Atlanta J. Kary Beavers, Trust Company of Georgia, Atlanta Detroit; Henry R. iow ll, Hallowell, Sulzberger & Co., hiladelphia 





George H. Armstrong, New York Hanseatic Corpo- sl aie , Mr. & Mrs. Jesse P. Donnally, Peoples National 
ration, New York ity; Mr. & Mrs. Arthur C. i g 

Turner, New York Hanseatic Corporation, New York mr. & Mrs. Keiton E. White, G. m. Walker & Co., St. 

City; Robert M. Work, Salomon Bros. & Hutzler, 


r om Oder agree ag ; 4 . ~ ik, Quenerae My pyre he wy 
uis; iss necoin, Inv en ott, ’ ” + . 
Bankers Association, Chicago; Miss Mar ” Lou Coburn, investment tary RL Acccclaliah, c orner ason, Inc ynchburg, Va 
Chicago Chicago; Mr. & Mrs. Harry Theis, Albert Theis & Sons, St. Louis 


Richard N. Rand, Rand & Co., New York City; David H. Callaway, Jr., First #. ~—_ an a Cre: 


N York City; W. T. K. Collier, Collier. Norri £ Cane “4 jee ae Mrs Howara W Hunter, 
olan, ble, ew . s lan, Montr s. a 
ia York Citys A — Boston; J. bills’ t Thorsten, 7 Thornton, Mohr” pon.D- S ier, "3h ‘ Toronto; Mrs. Eric S. Morse, New York Ci Mr. & Mrs. Arthur S. Torrey, W. C. Pittield & Co., 
Joseph P. Lombardo, Stubbs, Smith & Lombardo, Inc., Birmingham; Ltd., Montreal; D. B. Weldon, M land PB Corpn., London, Ont., Canada; 
Delmont K. Pfeffer, National City Bank of New York Andrew S. Beaubien, L. G. Beaubien & Co. Montreal 


Haroiad 3S. Backus, /nvestment Dealers’ Association 
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Elisha Riggs Jones, E. R. Jones & Co., Baltimore; Mrs. Charles A. B. Boss; 
Union Securities Corporation, New York City; Charles A. B. B 
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Walter H. Weed, Jr., 
oss, Broad Street Sales Corp., Boston; 


Mrs. and Mr. Paul B. Hanrahan; Hanrahan & Co., Worcester, Mass. 


RG 


Wauace M. MccCuray, If hayer, parer & Co., Paila- 

delphia; William M. Cahn, Jr., Henry Herrman & 

Co., New York City; Milton G. Hulme, Glover & 

MacGregor, Pittsburgh; Paul Mullaney, Mullaney, 
Wells & Co., Chicago 


Jonn Ahearn, Rockland-Atlas National Bank of 

Boston; Herbert A. Dewitz, J. A. Hogle & Co., Salt 

Lake City, Utah; Warren D. Chiles, Chiles-Schutz 

Co., Omaha; A. A. Anastasia, Wall Street Journal, 
New York City 


Mr. & Mrs. Ernest E. Stone, Stone, Moore & Co., 
Denver; Mrs. Malcolm F. Roberts, Denver 


Dianding: F. Brian Reuter Mellon National Bank, Pittsburgn; Frederick 1. 


Philadelphia; Mrs. Milton 
Pittsburgh; Mrs. Milton Trost, Louisville; 
Mrs. Arthur Nelson, New York City. 


Seated: Mrs. 


ne 


| 


Arthur J. Neumark, H. Hentz & Co., New York City; Wiibur E. Hess, Fridley & Hess, Houston; 


Walter Maynard, Shearson, Hammi:.l & Co., New Yor 


Wilbur E. Johnsen; 


& Co., New York City 


Seving, Butcher & Sherrerd, 
G. Hulme, Pittsburgh; Charles McK. Lynch, Jr., Moore, Leonard & Lynch, 

ilbur E. Johnson, Sr., Johnson & Johnson, Pittsburgh; 
Mrs. Nathan K. Parker, 


Pittsburgh; Mrs. Robert W. Ewing, Wheeling, W. Va.; Mrs. Frederick T. Seving; 
Mrs. F. Brian Reuter; Mrs. Charles McK. Lynch 


Benjamin J. Levy, Saiomon Bros. & Hutzler, New 
York City; Robert G. Rowe,, Stroud & Company, 
Incorporated, Philadelphia; Rudolf Smutny, Salomon 
Bros. & Hutzler, New York City; Francis B. Bowman, 
Chase National Bank of the City of New York 


S. David Lamon 
Edward G. Webb, 


Blyth 


& Co., inc., Los Angeles; 
Scott, Horner & Mason, Lynch- 


burg, Va.; Reginald M. Schmidt, Blyth & Co., Inc., 


New Yor 


City; 


John 


V. Hollan, Barr 


Brothers & Co., New York City 


James Ryan, C. J. Devine & Co., New York City; Howard L. tayior, 


Taylor & Co., 


Hills, 
Ira Haupt 


erly 
Co., 


Cailif.; 
New York City; 
R. H, Moulton & Co., San Francisco; Vernon E. Kimball 


William G. 
Robert 


J. Barth & Ceo., San Francisco 


Ww. 


Carrington, 


Borden, 


Jr., 


City i H. Stanley Krusen, Shearson, Hammill 
t 


; Mrs. Walter Maynard 


tig 


Gustave A. Alexisson, Granbery, Marache & Co 

New York City; J. W. Wolff, Zuckerman, Smith & 

Co., New York City; Elvin K. Popper, |. M. Simon 

& Co., St. Louis; Arthur Nelson, Burnham & Co., 
New York City 


Georg A 
City; William regory, Jr., Bonner & Gregory, 
New York City; Jerome F. Tegeler, 
Tegeler & Co., St. is; Frederick W. Straus, 
Straus, Blosser & McDowell, Chicago 


M Gregery, eee & Son, Inc., New York 





Dempsey- 


«ee 
. % 
| Safa fF 


Miss Jean Lyons, i vepe & Shafto, Boston; Carroll 


H. Little, C. H. Little & Co., Jackson, Tenn. 
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Robert G. Rouse, Federal Reserve Bank, New York City; Sheldon R. Green, Chase National Bank of Arthur R. Sawers, Chesley & Co., Chicago; Mrs. Charles Carey; Kenneth Crowell, Harris Trust & 
the City of New York, New York; William R. Rovensky, Hornblower & Weeks, New York City; Savings Bank, Chicago; Edward C. George, Harriman Ripley & Co., Inc., Chicago; Arthur C. Allyn 
Company,. Chicago; (standing) Charles Carey, Harris Trust & Savings Bank, Chicago; David 


Mrs. Sheldem R. Green; Mrs. Arthur D. Lane, New York City; Mr. & Mrs. J. Mills Thornton, Jr., & 
Thornton, Mohr & Co., Montgomery, Ala.; Mrs. Thorburn Rand, New York City Skinner, Harriman Ripley & Co., Inc., N. Y. C.; Edward J. Jennett, First National Bank of Chicago 











am Ww Irving Koerner, Allen & Company, New York City; C. Merritt Coleman, Allen & Company, New York Edward H. Robinson, Schwabacher & Co., New York 

Dominick, Il, Dominick & Dominick, New York City; City; Francis M. Brooke, Jr., Brooke & Co., Philadelphia; Arthur Horton, Pennington, Colket & Co., City; Fred W. Hudson, Ball, Burge & Kraus, 

Mrs. John Raiss; Albert E. Schwabacher, Jr., Philadelphia; Joseph J. Corby, Allen & Company, New York City Cleveland; Albert Augustus, Ball, Burge & Kraus, 
Schwabacher & Co., San Francisco Clovdind 











Roy W. Doolittic, Doolittle & Co., Buffalo; John C. Mrs. Robert E. Clark, New York City; Mrs. Leonard J. Paidar, Chicago; Andrew B. Knox Gerald P. Pet Pet Writ hri. 
° r ° ° ’ ’ ° . , ’ . ’ . ’ , t ’ I id 
——. Tucker, Antone & Co., New York City; B. Knox and Co., Ft. Lauderdale, Fla.; Henry M. Ufford, Calvin Bullock, Atlanta; Denver, Se wy A. nod ty 8 ike yo 
rthur H. “Te tat oe & Doremus, Mrs. Joseph C. Houston, Jr., Chicago; Mrs. Willard T. Grimm, Chicago & Co., Detroit; Carl Stolle, G. A. Saxton & Co., Inc., 
‘ New York City 
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Stanley N. Minor, Pacific Northwest Company, Seattle; Edward C. George, Harriman Ripley & Co., Inc Charles R. Perrigo, Hornblower & Weeks, Chicago; Mr d al Dec er, merican National 
. . . ud id 4 ° ed ” “ “ - M ° e 

Chicago; de , Harriman Ripley & Co., Inc., New York City; David Skinner, Harriman Bank, Chicago; Clifton P. Walker, Paul H. Davis & hay tmoling Chavtes og omy Hesuhidoe 

Ripley & Co., New York City; Russell Welles, The Hanover Bank, New York City & Weeks, New York City; Joseph E. Smith, Union Securities Corporation, New York City 
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Continued from page 30 


there is every reason to believe 
that a 50% limitation would 
y increase -rather than 
revenues as was shown 
in the estimates made by the Tax 
Committee in the report submitted 
by Malon. Courts. 

(2). With respeet to a reduction 
in the capital gains tex,.a shorten- 
ing of the holding \perieti, and an 
increased deduction other 
income for losses, it would seem 
that we might make some pro- 
gress. Last year it will be recalled, 
Secretary. Snyder, following the 
direction of President Truman, 
recommended an increase in the 
tax from 25% to 37%% and a 
lengthening; of the holding period 

. from 6 months to a year. Despite 

our protest and evidence based 
upon the information ' available 
‘that a shorter holding period and 
-_ lower tax would increase revenues 
and free capital markets, Congress 
saw fit to raise the tax to 26%. 
At the time it was felt that this 
increase was not too unfavorable 
in view of the drastic raises in 
taxes generally. Since tax reduc- 
tions seem to be in order, it is 
our opinion that we should make 
the following recommendations to 
Congress with respect to the Capi- 
tal Gains Tax: A reduction in the 
tax rate to 10%; a shortening of 
the holding period to 3 months, 
and an increase to $5,000 in the 
deduction for losses against other 
income. 

While there aré no actual fig- 
ures available to support our con- 
tention that these recommenda- 
tions will increase revenues, the 
more favorable treatment =  ac- 
corded to capital gains in the 1942 
tax bill resulted in a rather large 
increase in taxes collected versus 
the prior two years. Furthermore, 
the Tax Committee has recently 
consulted with a large number of 
trustees and investment advisers 
to try to find out to what extent 
the present tax rate of 26% on 
long-term capital gains has acted 


as a deterrent to making recom- 
mendations for changes in ac- 
counts under their supervision. 
The result of this inquiry leads ‘us 
to believe that a reduction in the 
tax rate would greatly encourage 
making changes in portfolios. Of 
course this would result, in the 
payment’ of taxés on long-term 
gains and in addition would help 
greatly to free capital markets. 
Nearly everyone in the investment 
banking business knows of many 
instances where investors have 


been reluctant to make sales or 
desirable exchanges of securities 
held by them because of the re- 
sultant loss 6f capital to them 
through the payment of a 26% 
tax. If this rate was reduced to 
10% their objections would be 
largely overcome and the changes 
would be made and the tax paid. 


important to members of the In- 
vestment Banking business than 
a shortening of the holding period. 
It is doubtful whether members 
who confine their- activities strict- 
ly to the brokerage business will 
go along with this, and since it 
is essential to have complete har- 
mony and cooperation among the 
various factors in our Association, 
we do not suggest that our pro- 
gram should stress too strongly 
the desirability of a change in rate 
over the shortening of the holding 
period. Both changes should be 
made to accomplish the maximum 
benefits. 

(3) With respect to relief from 
present double taxation of cor- 
porate dividends, it seems hardly 
necessary to argue the injustice 
of taxing corporate earnings at an 
exceedingly high level and then 
in addition taxing them again 
when the small amount of earn- 
ings available to stockholders are 
paid to them in the form of divi- 
dends. The shareholders are in 
fact the actual owners of the cor- 
porations and are entitled to all 
the earnings. Consequently, taxes 
levied upon corporate earnings 
are levied upon the stockholders 
and any further tax upon them 
constitutes double taxation and is 
patently unfair and should be 
corrected. It seems impractical to 
hope for anything more than an 
adjustment which will alleviate 
the situation. We have advocated 
the allowance of a credit of 10% 


on dividends received which 
seems to us to be very modest in 
view of the fact that the present 
laws make an 865% credit allow- 
ance on dividends received by 
corporations. Certainly this dif- 
ference in the treatment of cor- 
porations and individuals cannot 


Number 5178 ... . The Commercial and Financial Chronicle 


tain companies- which, for one 
reason or another, are unable to 
conduct their affairs under the 
corporate form: -In -our industry 
this -would apply to members of 
the New York Stock Exchange 
who, because of the rules of the 
Exchange, must conduct their 
business as partnerships. Certain- 
ly there is no reason why the 
members of this group should not 
have the right to elect to be taxed 
upon the same basis as others in 
the same line of business who 
happen to be incorporated. A bill 
which provided for this was in- 
troduced to Congress in 1950 and 
again in 1951 by Representative 
Daniel A. Reed of New York. 
Since Mr. Reed will be the new 
Chairman of the House Ways and 
Means Committee there is a fairly 
good chance that this measure will 
be included in the tax bill. 

(5) It also seems probable that 
self-employed persons will be ac- 
corded the same treatment with 
respect to retirement funds as of-. 
ficers and employees of corpora- 
tions, because Congress has al- 
ready recognized the principle 
involved by allowing this group 
to participate in social security 
benefits on the same basis as cor- 
porate employees. The House 
Ways and Means Committee gave 
consideration to the removal of 
this discrimination during its re- 
cent session. Why suitable legis- 
lation was not passed is a matter 
of conjecture, but it is believed 
that it was probably overlooked in 
the rush for adjournment or be- 
cause of the lack of strong spon- 
sorship. It is our purpose to take 
an active position on this matter 
when the new tax bill is con- 
sidered. 


IBA Members Should Support 
Program 

Our program may seem to be 
ambitious and certainly it will fail 
unless the members of the IBA 
give it their wholehearted support. 
On the other hand, the measures 
which we advocate séem to be 
very reasonable and worthy of 
our efforts to have them included 
in the new tax law. A change in 


be justified by any standards of 


fairness or impartiality. 

(4) We have supported the pro- 
vision which would permit un- 
incorporated business to elect to 


public sentiment is indicated by 
the results of the last - election, 
and therefore we have . 

reason ‘to hope: that the ‘tinie is 


propitious for having our program, . 


adopted. 

In August we learned that Mr. 
Colin Stam, who is the adviser for 
the Joint Committees on Internal 
Revenue taxation in Washington, 
had made inquiries of interested 
groups about suggestions for 
changes in the forthceming tax 
legislation. We felt that it weuld 
be desirable for the views of ‘the 
IBA to be expressed to Mr. Stam 
and accordingly I have stated to 
him our position on the various 
Phases of the tax bill which heve. 
constituted our program. We were 
informed by Malon Courts that 
he had written to Mr. Stam and I 
have learned that other groups in 
our business have also gone on 
record with him as being -inter- 
ested in the tax program and have. 
made suggestions about. various 
phases of the legislation which 
we are trying to get enacted into 
the law. 

As far as we know there have 
been no conflicts between our 
suggestions and those made by 
others. However, some of the 
other programs were more em- 
phatic about the capital gains tax 
than we were and they concen- 
trated their efforts in this direc- 
tion. In view of the fact that the 
questionnaire which Mr. Stam 
sent out was highly technical it 
was felt that an answer expressed 
in generalities might be inade- 
quate and therefore it is our opin- 
ion that we should send a sup- 
plementary communication to Mr. 
Stam after this convention which 
would state in detail the views of 
this organization. 

Finally, in closing this report, 
your Committee again wishes to 
express its thanks and apprecia- 
tion to Murray Hanson for his 
invaluable advice and help in 
carrying out the work of the Com- 
mittee. 
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Respectfully submitted, 
THE FEDERAL TAXATION 


James M. Hutton, Jr., Chairmam 
W. E. Hutton & Co. 
Cincinnati 


James F. Burns, Jr. 
Harris, Upham & Co., 
New York City 


Rush S. Dickson 
R. S. Dickson &‘Go., Inc. 
Charlotte, N. C. 


‘Thomas Graham 


The Bankers Bond’Co., Ine. 
Louisville 


John C. Magan, Sr. 
Mason-Hagan, Inc., Richmend 
Donald W. Hinton 
Conrad, Bruce & Co., Seattle 
James E. Hogle 
J. A. Hogle & Co., 
Salt Lake City 
Stewart R. Kirkpatrick 
Kirkpatrick-Pettis Co., 
Omaha 
John P. Labouisse 


Howard, Weil, Labouisse, 
Friedrichs & Company, 
New Orleans 


James C. Lancaster 
Union Planters National Bank, 
Memphis 

James H. Lemon 
Johnston, Lemon & Co, 
Washington, D. C, 

Harold M. Martin 
Murphey Favre, Inc., Spokane 

George A. Newton , 
G. H. Walker & Co., St. Louis 

Ralph W. Simonds 
Baker, Simonds & Co., 
Detroit 

Carl N. Stutz 
White-Phillips Company, Ine., 
Davenport 

Mark Sullivan, Jr. 
Auchincloss, Parker & Red~ 
path, Washington, D. C. 

Gus B. Walton 
Walton & Company, Inc., 
Little Rock, Ark. 

Charles B. White 
Chas. B. White & Co., Houstom 


“TOMORROW IS NOW IN SOUTHERN NEW JERSEY” 
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corporations because the present | 


laws work a hardship upon cer- 
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With the passage of the referendum for the Garden State Parkway, 
New Jersey will have the dream highway of the future within three 
short years. This parkway will extend from the New York State line 
to the southern tip of the State. ) 


Atlantic City Electric Company welcomes this 180 mile long park- 
way inte the area it serves. It means easy aceess for countless thousands 


of visitors to our resort territory and unquestionably will hasten the 


further development of our 3,000 square miles of opportunity. 
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Menace of Public Power 
To Private Investment 


be its advocate and get back to 
its proper function of regulator 
and fair referee, the economic 
fraud of public power can be ex- 
posed more effectively and the 
trend stopped. Under such condi- 
tions we can envision in this 
generation private enterprise re- 
acquiring at least some part of the 
socialized segment of the business. 


Electric Utility Earnings 


The tabulation below sets forth 
the earnings picture of Class A 
and Class B privately owned elec- 
tric utilities for the first eight 
months period of 1952 compared 
to the same period in 1951. 

The industry’s volume of busi- 
ness and gross operating revenues 
continue to increase and the earn- 
ings result for the first eight 
months of 1952 shows a heaithy 
improvement over the comparable 
1951 period, with operating earn- 
ings before Federal income taxes 
up 17.1% and net income up 
13.9%. This is in sharp contrast 
to our previous report which 
showed operating income for the 
calendar year 1951 up 12.2% over 
1950 and net income actually 
down '% of 1%. 

The comparison of 1952 with 
1951 requires taking into con- 
sideration two important tax 
changes. The 344% excise tax was 
removed as of Nov. 1, 1951 and 
this is a large factor in the im- 
proved earnings picture. However, 
the aggregate of normal and sur- 
taxes was increased in 1952 as 
against 1951 and represents an off- 
set to the excise tax benefit. The 
industry received substantial ex- 
cess profits tax relief in the 1951 
tax legislation, but this in itself 
raises a caution signal about the 
future. There are many who be- 
lieve that the excess profits tax 
will not be renewed after its ex- 
piration next summer, but it is 
quite possible that if it is not re- 
newed the regular corporate tax 
rates may be increased by 2% or 
3% to offset the loss of excess 
profits tax revenues. Such a 
change would be clearly damag- 


ing to the net income of the in- 
dustry since there would be little 
or no offsetting benefits. 

It should also be borne in mind 
that the industry must have in- 


creasing profits at least to match 
its increases in plant investment. 
It has been noted by many com- 
panies that their increment of in- 
creased income represents a 
wholly unsatisfactory rate of re- 
turn on the new plant investment. 
With increased taxes and costs of 
both operation and capital ex- 
penditures, management and 
regulatory authorities must be 
alert to the basic requirement of 
maintaining earning power at a 
level sufficient to attract new 
capital and particularly common 
stock capital. Justifiable rate in- 
creases must not only be adequate 
for this purpose but must also be 
granted without undue delay. 
Many investors and security an- 
alysts are genuinely concerned 
with the record and attitudes of 
some of our regulatory authori- 
ties. This criticism is not national 
but seems to be wholly justified 
with respect to certain jurisdic- 
tions, and it is evidenced by the 
unwillingness of certain major 
utility investors to purchase se- 
curities of companies in such 
jurisdictions. 


Electric Utility Financing 


The accompanying table sets 
forth the volume, type and pur- 
pose of financing by the electric 
utility industry during the year 
1951 and during the first 10 
months of the year 1952 as com- 
pared to the comparable 1951 
period. 


Total financing of the industry 
has increased 20.9% in the first 10 
months of this year over the same 
1951 period, and the volume for 
these 10 months is already greater 
than the entire year 1951. Prac- 
tically all of this year’s financing 
has been for new money to fi- 
nance the industry’s huge con- 
struction program. Estimates of 
1953 industry expenditures indi- 
cate that 1953 financing should be 
fully as great as 1952, but this in 
turn will be dependent to some 
extent upon market conditions. 


During 1951 there was a sharp 
change in the level of the bond 
market. Moody’s utility bond yield 
averages for A bonds hit a high 
of 3.32% from a low of 2.82% in 
1951, a change of a full % of 1%, 
and the 1952 market has not 
varied much from the high of 


The Commercial and Financial Chronicle ...Thursday, December 18, 1932 


1951—the 1952 range being 3.31% 
to 3.21%. More importantly, 31 
actual new issues of A bonds were 
offered in the first 10 months of 
this year at an average yield of 
3.36%, with the general level 
higher in the past several months 
than earlier in the year. Among 
AA and AAA electric utility 
bonds, 26 issues were offered at 
an average yield of 3.17%, but 
there has not been as much 
hardening of rates in _ recent 
months as in A bonds. The spread 
between A and AA bonds has 
widened during the year. Over- 
all, bond money is costing more 
this year, and difficulties with 
new issues have become more 
frequent. 

In preferred stock financing, 25 
rew issues were offered at an 
average yield of 4.60%, with in- 
dividual issues varying quite 
widely from the average, but with 
no discernible trend in the level 
during the period. An interesting 
feature of this financing was that 
16 of these issues were sold by 
negotiated public or private sale 
and 9 were sold by competitive 
bidding; but of these nine, six 
were required to be sold at bid- 
ding by regulatory authorities. 
This pattern indicates that the 
vast majority of utility manage- 
ments, when given freedom of 
choice, have recognized that the 
negotiated underwriting method 
is the preferable way to sell pre- 
ferred stock issues, and particu- 
larly when markets for such issues 
are something less than ideal. 

While bond and preferred stock 
markets have continued at higher 
yield levels, the market for utility 
common stocks has extended the 
improvement that set in during 
the fall of 1951. This improvement 
is shown by the following aver- 
ages of all electric operating com- 
pany common stocks listed in The 
First Boston Corporation’s utility 
stock booklet. On Nov. 7, 1952 
these 93 stocks were selling at an 
average of 14.0 times earnings and 
yielded an average of 5.51%. On 
Dec. 10, 1951 these same averages 
were 12.8 times and 6.10%, re- 
spectively. This favorable market 
situation has made possible an in- 
creasing amount of _ successful 
common stock offerings, and util- 
ity companies have wisely taken 
advantage of it. 

We urge caution upon bankers, 


utility managements and regula- 
tory bodies in interpreting this ac- 
tion of the utility common stock 
market. The trend has been against 
the movement of money rates. We 
believe this has been due at least 
in part to an unusually strong de- 
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mand situation arising from the 
buying of utility common stocks 
by pension funds, life insurance 
companies and, more recently, 
savings banks. Much of this buying 
has resulted from changes in state 
laws in the past two years, and 
much of it represents accumulat- 
ing a desired position. At some 
point, which we can’t predict, this 
demand will settle back to meeting 
only annual increments of new 
funds. At such time these stocks 
will again be priced by more nor- 
mal supply and demand factors 
and the ability of utilities and 
bankers to sell such stocks at fair 
prices will depend upon the ex- 
tent of recognition by companies 
and regulatory bodies of the need 
for earnings and dividends ade- 
quate to stimulate continued and 
new investment by investors. 


Telephone Companies 

In August, 1952 American Tele- 
phone and Telegraph Company 
successfully completed the largest 
single corporate security offering 
in the country’s history by means 
of the offering to stockholders of 
$498,656,300 of 342% Convertible 
Debentures due 1964. This financ- 
ing continued the pattern estab- 
lished in recent years by this 
company in selling debentures 


convertible into stock at a price 
materially below the market price 
of the stock. This device has made 
possible, in effect, the sale of stock 
in very large quantities which 
undoubtedly could not have been 
sold at as favorable prices if the 
company had sold stock directly. 
It also makes possible the delay- 
ing of stock issuance with its 
higher dividend requirements 
pending the time the new money 
can be put to work to produce 
earnings. Affiliated companies in 
the Bell System have sold an ag- 
gregate of $95 million of debt se- 
curities through the end of No- 
vember of 1952, and in addition 
have sold $167,505,700 of capital 
stock. However, most of this stock 
was sold to the parent company 
and such proceeds are therefore in 
large part reflected in the parent 
company’s sale of the convertible 
debentures. 

No reliable compilation of fi- 
nancing is available with respect 
to the independent telephone in- 


dustry, namely, the companies 
outside of the Bell System. It is 
apparent from noting the number 
of debt and stock issues of inde- 
pendent companies that the fi- 
nancing of this industry has also 
been substantial. The independents 
represent about 18% of the total 


Earnings of Privately Owned Electric Utilities 


Sales of energy (KWH)-_-- 206,420,000 217,161,000 


(000 omitted) 
First Eight Months 
1951 1952 Change 


+ 5.2% 





Operating revenues 
Operating income before 

Federal income taxes-_-_- 
Federal income’ taxes*_--- 
Gross income -}--.-------- 
Net income 


*Includes excess profits tax. 


$3,433,381 $3,693,262 


+ 76% 


1,089,351 
387,926 
732,225 
530,780 


1,276,159 
492,094 
815,563 
604,632 


+17.1 
+ 26.9 
+11.4 
+13.9 


(Source: Federal Power Commission) 


Electric Utility Financing 
—__—____—__—. (900 omitted) 


Year 
1951 


Total financing... $1,531,371 


Ten Months to October 31 
1951 1952 


$1,282,260 $1,550,156 


Change 
+20.9% 





Form of financing 
Long-term debt-_- 
Preferred stock-- 
Common stock--- 


$1,003,675 
182,082 
345,614 


$842,815 
129,088 
310,357 


$980,336 
170,422 
399,398 


+16.3 
+32.0 
+ 28.7 





$1,531,371 


$1,282,260 $1,550,156 +209% 





Purpose of financing 
New money 
Fefunding 
Divestments 


$1,495,450 
30,078 
5,843 


$1,261,980 
14,438 
5,842 


$1,535,427 
9,128 
5,601 


+21.7% 
—36.7 
— 4.1 





$1,531,371 


$1,282,260 $1,550,156 


(Source: Ebasco Services Incerporated) 
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telephones in service in this coun- 
try and, therefore, constitute a 
very sizable industry in itself. The 
Plant investment of the indepen- 
dent companies has grown from 
$500 million in 1941 to approxi- 
mately $1,200 million at the end 
of 1951. The United States Inde- 
pendent Telephone Association 
predicts that this figure will ex- 
ceed $2 billion ten years from 
now. With the Bell System antici- 
pating property expenditures to 
continue at a very high level, it 
is apparent that the entire indus- 
try will continue to have exten- 
sive recourse to the capital mar- 
kets for at least serveral years. 


Respectfully submitted, 


PUBLIC SERVICE SECURITIES 
COMMITTEE 


Charles C. Glavin, Chairman 
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New York City 
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Elwood D. Boynton 
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Finds Little 


ian New 


thing would be a complete review 
on a high governmental level of the 
rate policies of the airline indus- 
try, including not only passenger 
rates but express, cargo and mail 
as well. In the matter of mail 
rates, the year 1952 has seen a 
reduction in these by the CAB, 
which of course has had its effect 
on airline earnings. The primary 
function of mail rates is to act 
as a sort of governor on earrings, 
geared to allow the lines to earn a 
reasonable return on their in- 
vested capital. To reduce them in 
the face of a declining earnings 
trend such as was done earlier 
this year does not seem to be con- 
sistent with the concept under 
which the airlines receive mail 
pay. 

The present program of the air- 
lines for new equipment is about 
two-thirds completed and should 
be completed by the middle of 
1954. By this time the full bene- 
fits of the modern equipment will 
be felt and the greater efficiency 
provided by the new equipment 
may well serve to bring ebout 
again an increase in net profits 
provided the traffic demand 
keeps pace with the increased pro- 
ductivity of the new equipment. 
This will of course depend on two 
things: 

(1) the general level of busi- 
ness, regarding which one man’s 
guess is as good as another’s, and 

(2) the ability of the airlines 
to please the travelling public 
with the services they offer in 
competition with other forms of 
transportation. 


In 1951 for the first time 
scheduled air passenger miles ex- 
ceeded the total passenger miles 
traveled in Pullman cars. The 
airline industry can be said to 
have come of age, but now that 
it is a full-fledged adult it must 
be ever vigilant against a deterio- 
ration in the quality of its service. 
By this is meant not only speed 
and safety in the air but all the 
collateral elements involved in 
the transportation of passengers. 


The seriousness of the situation 
which the airlines would face 
should the demand for their 
product fall off was brought out 
most emphatically earlier - this 
year in a speech made by Oswald 
Ryan, presently Acting Chairman 
of the Civil Aeronautics Board. 
in which he forecast an increase 
of 59% in the domestic airlines’ 
seat-mile capacity by the end of 
1953 as compared with June, 1951, 
requiring nearly $400,000,000 of 


. increased annual revenues to sus- 
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tain this increased capacity, or an 
inernease of more than $1,000,000 a 
day. 

We have seen that currently 
the airlines are able to finance 
their capital requiremtns largely 
out of depreciation but as already 
noted depreciation cannot be 
availed of unless there are cash 
earnings of sufficient magnitude. 
The depreciation reserve require- 
ments of the airline industry in 
this phase of its tremendous capi- 
tal expansion are mounting at an 
almost fantastic rate. One airline 
alone — not by any means the 
country’s largest—will have raised 
its depreciation requirements dur- 
ing this year from an annual rate 
of $5,500,000 to $12,000,000, with 
a further large increase to come 
in 1953. 

A review of the income tax sit- 
uation indicates that termination 
or downward revision of the ex- 
cess profits tax would not benefit 
the airlines’ earnings picture as 
much as might be supposed. Be- 
cause of special provisions in the 
Revenue Act of 1951 only three 
airlines were subject to excess 
profits tax iast year. 

Without in any way meaning to 
disparage the wonderful growth 
potential still ahead of this dy- 
namic industry, can one, in the 
face of the above figures and the 
exposures to which the industry 
is vulnerable in the next few 
years, wonder at the somewhat 
tepid appraisal given to airline 
stocks by the market today? 

There have, however, been two 
encouraging developments on the 
airline scene during the year. 
One has been the progress toward 
mergers. Three mergers have al- 
ready been concluded, two more 
seem well under way, with others 
in the discussion stage. 


The second has been a devel- 
opment of which it is believed 
we have seen only the beginnings. 
This is the interchange of equip- 
ment, whereby a plane can orig- 
inate at a point on one line and 


be flown on a through trip over 
another line or lines. The CAB’s 
policy appears to support inter- 
change agreements where traf- 
fic warrants competition. It may 
well be that developments along 
these lines will to some extent 
take the place of mergers, for 
such interchange arrangements 
may to a limited extent be re- 
garded as operating mergers stop- 
ping short of financial mergers. 
CAB approval is required in 
the case of interchanges as well 
as for mergers. It is unfortunate 
that the procedures involved in 
obtaining the necessary approvals 
are so cumbersome as to cause 
the most burdensome delays. At- 
tempts have been made by the 
CAB to streamline its procedure 
so as to minimize these delays 
and the demoralizing uncertain- 
ties and heavy expenses incident 
thereto, but so far such attempts 
have had little apparent result. 
In the feeder line field 1952 
has brought nothing of impor- 
tance. The feeder lines from the 
nature of their business continue 
to be heavily subsidized. The 
philosophy of many proponents 
of government aid in this, the 
least profitable of airline opera- 
tions, is that it is only a ques- 
tion of time before a technical 
development will give these 
short-haul carriers a real utility. 
This devolpment will we venture 
to prophesy, be the helicopter. 
Under the impetus of the De- 
fense Program, enormous progress 
has been made in helicopter en- 
gineering and production. The 
feats performed by the helicopter 
for the military forces and other 
services (police, forest, Coast 
Guard, etc.) are matters of com- 
mon knowledge. The helicopter 
is now emerging as a factor in 
commercial transportation. Three 
of our largest cities have regular 
scheduled operations, confined so 
far to the mail but destined in 
the not distant future to carry 
passengers as well, within a 
limited and populous area. Heli- 
copters capable of carrying eight 
or 10 persons are now flying and 
models capable of carrying 30 to 
40 persons have been engineered 
and should be flying for the 
military within a year. In addi- 
tion to the function of carrying 
mail and persons between air- 
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ports and other points within 
metropolitan and suburban areas, 
the Makicoptes may eventually 
prove “im carry passen- 
ers not only on short-haul air- 
ines, but on trunk-line flights 
where the distance between stops 
is relatively short. While it is im- ™ 
possible to predict at this time 
all the roles which the helicopter 
will play in comercial air trans- 
portation, it is clear that the heli- 
copter presents major possibili- 
ties in this field, and that we 
are on the threshold of its de- 
velopment as an important factor 
in the airline industry. Indeed, 
the helicopter may well prove to 
be the long-sought successor to 
the DC 3. 

Much attention has been given 
recently to the potential of the 
jet transport. British jets are 
being used on certain routes of 
the British airlines. In spite of all 
the publicity given to the subject, 
it appears that even the De Havil- 
land MARK III COMET, the most 
advanced jet transport on the 
horizon, will not be economical 
to operate and it does not seem 
probable that a jet transport, suit- 
able for operation by our do- 
mestic airlines, will be in service 
for a least six years. In addition 


to the fact that the present day ~ 


jet is prohibitively expensive to 
operate, there are technical ob- 
stacles in the way of incorporat- 
ing it into service on the highly 
congested routes of this country. 
In addition, the noise made by 
jets operating in any substantial 
numbers in and out of thickly in- 
habited communities would be so 
appalling as to be unendurable. 
As it is only a question of time 
before jets have developed to a 
point where they will be an im- 
portant factor in commercial air 
transportation, it is not improb- 
able that because of the noise 
nuisance the main commercial 
airports will eventually be re- 
moved to points way outside of 
metropolitan areas. As a result of 
this development one can see an- 
other important role to be played 
by the helicopter in carrying pas- 
sengers from the center of cities 
to these relatively distant air- 
ports. 


The subject of the turbo-prop 
Continued on page 66 
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Finds Little Grist in New 
Aviation Financing 


engine has received much atten- 
tion and its proponents believe 
Mhat such a power plant is in 
some respects superior to that of 
the turbv jet. Whether the future 
will see this type of engine de- 
veloped to a point where its use 
in commercial transportation will 
precede or take place simultane- 
ously with that of the turbo jet 
is still a moot question regarding 
which more will no doubt be 
known at this time next year. 


In concluding this part of the 
report having to do with the air 
transportation industry, mention 
might be made of the air freight 
business. In spite of the optimistic 
hopes of its enthusiasts, the car- 
riage of goods by air remains a 
relatively unimportant branch of 
air transportation. It has grown, 
of course, but it has not overcome 
its basic limitations arising from 
the fact that the plane has not 
yet been built which can carry 
goods through the air cheaply 
enough to compete with other 
forms of freight transportation. 
There sare of course occasions 
where the desirability of speed 
more than outweighs the expense 
differential, and air express, while 
a small part of the overall serv- 


ice rendered by the airlines, is 
showing a steady growth. In this 
connection it is regrettable that 
no means have yet been found 
for providing a substitute for the 
Railway Express Agency as the 
over-the-ground pick-up and de- 
livery instrumentality for air ex- 
press. For the owners of this 
agency are the railroads who are 
in turn the airlines’ chief competi- 
tors for express business. 


Manufacturing 


The size and tempo of aircraft 
production is such today that its 
impact is felt not only by air- 
frame and aircraft engine manu- 
facturers, but also by the auto- 
motive industry, which has been 
called upon to assist in the manu- 
facture of airplanes and engines 
under licensing agreements, and 
by a host of sub-contractors. The 
complexities of the problems fac- 
ing the industry require it to 
draw more and more upon the 
engineering skills and productive 
capacities of other industries, 
such, for example, as the elec- 
tronics industry. This report can- 
not embrace the effect of the 
present aircraft production pro- 
gram on the many related indus- 





TABLE I 
. 15 Domestic Trunk Lines 
; (Millions) 
Net 
Operating Inceme Before Taxes Net Income—— 
Revenues % Revs. % Revs. 
| $353 ses def. $26 = def. $20 
ie 413 ie def. 2 hie def. 5 
bade 460 6.1 28 28 13 
a 524 10.2 59 5.9 31 
| aa 659 15.7 103 6.6 44 
1952 Est.* 750 9.3 70 4.4 33 
*1952 estimated results based on projection of eight months data. 
Source: C. A.B. reports. 
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tries but most confine itself to 
airframe and engine manufac- 
turers. 

Whereas the airlines experi- 
enced peak earnings in 1951 and 
a falling off of earnings in 1952, 
the experience in the manufac- 
turing end of the industry has 
been the opposite. 1951 was a year 
of expansion requiring expensive 
tooling up in preparation for the 
increasingly heavy demands of 
the Defense Program. Sales for 
the industry as a whole increased 
about 35% over 1950 but higher 
taxes and higher costs sharply 
reduced 1951 earnings below those 
of 1950. 

In 1952 the earnings have been 
on the ascendant and it is ex- 
pected that the industry will 
show an average net income from 
30% to 40% in excess of that for 
1951. This, it will be noted, is 
considerably lower than the in- 
crease in the rate of sales of 85% 
which the industry is experienc- 
ing this year and indicates the 
extent to which profit margins 
after taxes have been decreasing. 
Not only is the industry subject 
to the impact of heavier taxation, 
but the greater part of its busi- 
nes, being military, is also sub- 
ject to the inroads of renegotia- 
tion and price redetermination, 
the result of which has been dras- 
tically to reduce net profit mar- 
gins, in some cases to below 2% 
of sales after taxes. 


It would be difficult indeed for 
manufacturers to come out with 
anything pleasing in the way of 
net earnings when forced to op- 
erate with such an extraordinarily 
low margin of profit were it not 
for the hugeness of the gross 
volume of business in relation to 
the net worth of the companies’ 
assets. In this end of the avia- 
tion industry, as in the case of 
the airlines, we see the workings 
of a tremendous leverage. 

Traditionally the investing pub- 
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lic has been wary of the stocks 
of aircraft manufacturers because 
of the past mercurial nature of 
the business in the terms of vol- 
ume of activity. Inasmuch as over 
nine-tenths of the business is 
military, the industry is regarded 
as being at the mercy of a high 
military level of activity and, 
having seen military orders in the 
past reduced almost overnight 
more than 90%, the investor in 
the stocks of aircraft manufactur- 
ing companies cannot be blamed 
for asking himself whether this 
unhappy state of affairs is apt 
to recur. 

Fortunately for the industry an 
analysis would indicate that for 
many years to come the demands 
of our government will continue 
at a high level. The Defense Pro- 
gram in effect at the beginning 
of last year scheduled for the air- 
craft industry a rapid increase in 
production calculated to hit its 
peak during 1953 and decline 
rapidly thereafter to a rate of 
relatively moderate production. 
During the year a change in 
policy took place and it was de- 
cided to stretch out the period 
to a lower peak to be arrived at 
later and to be held longer. The 
result of this change was general- 
ly pleasing to the industry as it 
meant lessening the strains in- 
volved in the accelerated produc- 
tion and guaranteed a longer 
period of high volume activity. 
The importance of this cannot 
be over-emphasized in its bearing 
on the stability of the industry 
and the consequent effect on the 
investment status of the securi- 
ties of its companies. 


The present military program 
envisages a build-up of 53 addi- 
tional wings for the Air Force 
and four additional Navy air 
carrier groups and the replace- 
ment of obsolescent military air- 
craft which are believed to con- 
stitute about 70% of our exist- 


TABLE II 


Nine Leading Aircraft Manufacturing Companies Comprising 
Standard & Poor’s Aircraft Manufacturing Index 





(Millions) 
Net 
Income Before Taxes Net Income—— 
Sales % Sales % Sales 
RA $705 cide def. $99 edb def. $30 
1948____- 1,020 2.9 30 0.8 8 
a 1,299 5.0 65 3.3 43 
1960... 1,513 8.1 123 45 69 
—.. 2,094 5.1 107 1.7 *36 
1952 Est.+ 3,800 5.3 200 2.0 76 





TABLE Il 


Standard & Peor’s Price Indices of Stocks of 
Air Transport & Aircraft Manufacturing Groups. 
1947-1951 and 1952 te Date 


—Five Air Transport Companies— 
1947 
Clese—100 High Lew Clese* Clese—100 


High Lew Clese* 
1947. . 324-217. 219 100: ,. . AIB— 795 .:.Ohe .,100.- 
1948 263—181 202 92 132— 93 101 lll 
. 1949... ,.240—193 226 103 119— 96 114 125 
1950 339—230 339 154° ‘180—1r16" 180 ~ 198" 
= 402—318 392 179 196—152 172 189 
to date+  392—305 325 148 190—162 190 209 





Nine Aircraft Manufactering €os. 


*Clese at-or near Dec. 31 except-for- 1952; 1952 clese at Nev. 19... 


. tT Through Nevember-19, 1 


1962. : 
Source: Standard & Poer’s Tica dad Boccsief uttintleeichd Bact intheh; 






Thursday, December 18, 1952 








ing military fleet. Under the 
present schedules this program 
will not be achieved and our Air 
Forces will not be at full strength 
before 1956 at which time 143 
wings and 15 carrier groups will 
have been formed. In addition, 
during this period the normal 
processses of attrition, perhaps as 
great as 25% a year, will be at 
work. Thus a period of very high 
manufacturing activity is to be 
anticipated for the next three 
years, except in the ewent of such 
an improvement in the climate of 
international affairs as to war- 
rant a relaxing of our defense 
effort or a change in government 
policy which would minimize the 
role to be played by the air arms. 
Neither of these eventualities ap- 
pears likely. 

We see therefore that the pros- 
pects for increasingly high vol- 
ume are good for at least three 
more years. Is this increasing 
volume to be accompanied by a 
continuation of the downward 
trend in profit margins? While 
time alone will give the answer 
to this question, it is submitted 
that when the net margin has 
reached a point between 1%% 
and 2% of sales, as is the case 
today, it cannot be expected to 
go any lower. It is believed that 
the industry has already absorbed 
the greater part of the cost im- 
pact attendant upon large scale 
expansion, and while further in- 
creases in wages may have to be 
faced, the industry’s principal 
customer, the government, will 
have to bear the brunt of these 
under the escalator clauses in its 
contracts. 


The market in aircraft stocks 
has a history of wide cyclical fluc- 
tuation. In 1950 they had a sub- 
stantial rise caused primarily by 
the Korean War and its impact 
on rearmament plans. In 1951 
their prices held well, in spite of 
the falling off in the net earn- 
ings of the companies represented. 
Since then they have shown 
a small increase, slightly greater 
than the Dow Jones industrial 
averages. But this increase has 
by no means fully reflected the 
better performance, income-wise, 
of the aircraft manufacturing 
companies in relation to Ameri- 
can industry as a whole. Corpo- 
rate net profits have in the aggre- 
gate shown a marked decline in 
1952. 


If our analysis of the future of 
the future of the industry during 
the next few years in terms of 
net earnings 4s correct, it would 
seem that one may teok for a sub- 
stantial further improvement in 
the market demand for aircraft 
steeks. Unlike the stocks of the 


airlines, these shares have tradi- ~ 


tionally seld at a low times-earn- 
ings’ ratio and have shown rela- 
tively high dividend yields. These 
factors, coupled with the stability 


* which ‘the fitare appeafs to hold ~ 
for this industry, would indicate 
* sottiseoe “ueue’ wa 


ket-wise. 

Another favorable .factor is the 
tax situation. There was a con~- 
siderable variation in the impact 
of excess profits tax on-airarett 
companiés in’ 1951. hile a 


~ 
































Hi NEW YORK 





NEW YORK STOCK EXCHANGE 
PHILADELPHIA-BALTIMORE STOCK EXCHANGE 


1500 CHESTNUT STREET 


Corporate & Municipal Issues | : || 





DEHAVEN & TOWNSEND, CROUTER & BODINE 


ESTABLISHED 1874 
MEMBERS 


WILKES-BARRE, PA. 


NEW YORK CURB EXCHANGS 


PHILADELPHIA 2 




















STAMFORD, COUN. 











° 


noose -—S CO MOMmMOoOoOroneeer’s Fs ese ase eotnost > 


‘= wlan. i @ Hiker Mawar Bo Pima 


—w t4 45 ee A Oe 46. et 4 oe eee 


As 











Volume 176 






were at or near the top tax 
brackets, others had sizable 
carry-over credits which shel- 
tered them from excess profits 
taxes or minimized normal sur- 
taxes. Others, because of heavy 
preliminary tooling expenses, 
shéwed earnings decreases that 
limited the tax load. In 1952, how- 
ever, taxes have been accrued at 
the maximum rate of 70% by 
most companies. If the excess 
profits tax law should not be re- 
newed, the aircraft makers would mercial aviation will bé an 
tend to benefit — particularly in eventual beneficiary of this 
view of the $14.1 billion backlog p 
at'June 36, of this year. 

if one may expect a better mar- 
ket for the shares of aircraft 
manufacturing companies, may 
one also expects to see, within the 
next year, an impertant volume of 
public financing by this branch 
of the aviation industry? 

We have seer in the introduction 
to this report that the volume of 
public financing for aircraft 
manufacturers has been negligi- 
ble in spite of «the industry’s 
great expansion. How has this ex- 
pansion been financed? It has 
been financed almost entirely by 
self-liquidating bank borrowings 
made possible by the use of Fed- 
eral Reserve “V” loans secured by 
government contracts, with the 
military services serving as par- 
tial guarantors. This form of fi- 
nancing is. so inexpensive to the 
manufacturer and so easy to ob- 
tain that the investment banker is 
hard put to it to try to persuade 
him to finanee by long-term bond 
or debenture issues. And while it 
is not improbable, for. the reasons 
above outlined, that the market 
climate will lend itself to equity 
financing, can these companies be 
expected to increase their share 
capital while the “V”’ lean is read- 
ily available as an instrumental- 
ity for the obtaining of their fi- 
nancial requirements? This is a 
question to which the investment 
banker will have to address him- 
self during the coming year. 

Another aspect of the situation 
tending to relieve the aircraft 
manufacturer of the necessity of 
raising additional permanent cap- 
ital is the fact that much of the 
required plant expansion can be 
provided through the leasing of 
facilities constructed and paid for 
by the government. 

This report would be incom- 
plete without some mention of the 
brilliant accomplishments of the 
industry from a technieal stand- 
point. In the case of no other in- 
dustry, with the possible excep- 
tion of the Atomic Energy Pro- 
gram, is so much of what is being 
done kept under wraps in the in- 
terest of national security. How- 
ever, it is known that all previous 
records of speed, altitude, dis- 
tance and load-carrying perform- 
ances were shattered during the 
year 1951 and that many of these 
records are continuing to be 
broken. 

The complexities of the modern 


aircraft are difficult for the lay- 
man to comprehend. To give just 
one example, it took 138,000 en- 





B-17; the B-47 required 3,464,000. 
The cost of the bomb-sight in the 
B-36 is more than. the eost of the 
complete B-17 bomber of World 
War IT. The progress in the field of 
guided missiles alone staggers the 
imagination. 

These prodigious feats have 
been and are being accomplished 
on behalf of and made possible by 
the military effort. But, as is al- 
ways the case, the field of com- 





















































Much publicity has been re- 
cently given to the development 
of jet transports by the British 
and the question is often asked 
why the British manufacturer is 
ahead of the American manufac- 
turer in this field. It was natural 
for the British manufacturer to 
turn his attention to the possibil- 
ities of jet transports after the 
war for two reasons: first, during 
the war the British were in the 
lead in the development of the 
jet engine, and second, the Brit- 
ish plane manufacturer realized 
that it would not be possible for 
him te compete successfully with 
Ameriea in the production of 
transports powered by the con- 
ventional reciprocating engine. 
We have stated earlier in this re- 
pert that even the most advanced 
British jet transport model falls 
far short of meeting the require- 
ments of our domestic airlines 
which, unlike international car- 
riers, will not be forced by their 
competition into the  »remature 


use of new equipment regardless 
of its economic characteristics. 
The American aircraft industry 
has not been sitting by in idleness 
while others have been grappling 
with this problem. On the con- 
trary, several of our large manu- 
facturers have already engineered 
their versions of jet transports, 
and it is not unlikely that when 
our airline industry takes to the 
air with jets it will be with planes 
of American manufacture. 
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gineering man hours to design the Continued from page 17 


and: byways over which many of 
us just traveled are the last word 
in economical road building?—Or 
that the airplanes that flew some 
of us here, are the last word in 
air transportation? 


day things of modern living. What 
are the possibilities for expanding 
peacetime production through 
such comparatively new develop- 
ments as atomic energy—eleetron- 
ics — the miracle drugs — petro 
chemistry and a host of others? 


countless challenges 
unlimited that abound for the ad- 
vancement. of the American econ- 
omy. But such an economy must 
be free. It must have the moti- 
vating force of high rewards for 
high accomplishment. 
be class taxed or bureaucratically 
budgeted. That way lies the road 
to old Rome and to ruin. 


from a half war economy to a 
peace economy, so we may not 
pass quickly from all the inequi- 
ties of government by men to a 
government by laws. 
many things 
time. Laws passed in haste and 
hate for revengeful purposes 
rather than for adjustment and 
advancement, serve to hurt rather 
than help our economy. We do 
not want to make the mistakes 
made by others, mad with power. 
So, this may be a year of careful 
planning as well as of doing. Many 
years ago we agreed with the SEC 
that there were some 80 changes 


prehensive changes have occurred. 


cent campaign might be repeated 
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We must sell 

Our new film, 
U. S. A,” is just one of the many 
ways of telling the public about 
the work that the investment 
banking industry does. Any of 
you who fail fully to exploit the 
opportunities for education made 
possible by this film, are simply 


A Year of Careful Planning 

And Doing Ahead 
cover up facts with mountains of ty 
worlds and figures that full in- 
formation is meaningless to Mr. 
Investor and understood only by 
the pondering pundit of finance. 
And so eareful, thoughtful plan- 
ning, not just for tomorrow, but 
for many tomorrows to come is a 
must for the coming year. 

Our industry has been much 
maligned, but through the years 
of war and peace investment 
bankers have demonstrated their 
patriotism and devotion to their 
country, time and again, not just 
by words, but by deeds. Many 
were our indiscretions in the 
*Twenties. It is perhaps of small 
comfort that at that time ours was 
a nation on a spree of indiscretion. 


We Are a Small Group 


There are only something over 
3,000 dealers in the securities busi- 
ness in this eountry and the num- 
ber of individuals devoting their 
time to this industry would per- 
haps total little over 60,000. Obvi- 
ously so small a group can never, 
from the standpoint of numbers, 
be politically important. And so 
our indiscretions were and have 
been shouted from the housetops. 
Whereas the patriotic devotion of 
our people and their genius for 
helping solve many of the impor- 
tant problems of our economy—in 
peace and in war—have been hid- 
den under a bushel. 

Today we are supplying to the 
industrial economy some six to 
seven billion of dollars of capital, 
whereas the economy is in need 
of two or three times that amount 
of capital. We are sagacious 
enough to know that any time 
private capital can not or will not 
do a job that needs to be done, 
then government has a way of 
moving into such a vacuum. 

We must sell a successful peace- 
time economy. 

Let’s say it again and say it 
more simply — 


front door. 


We can only raise the tremen- 
dous amount of money 


These are a few of the every- 


Unlimited Ceilings 


These are only a few of the 
ef ceilings 


but produces 50% of 
May I likewise remind you 


an estimated 60,000 people in 
investment banking industry 


F 


Tt can not 


Just as we may not pass quickly 


ice are beyond comprehension. 
This is an ingenious industry, 
made up of men of great capabili- 


We learn 
in the passage of 


the most challenging problems of 
our nation. Through patriotic de- 
votion and never ceasing effort of 
such men, the job can and must 
be done. 

It might be encouraging to re- 
member that one man, the Apostle 
Paul, some nineteen centuries ago, 
almost single handed, sold a new 
religion to the then civilized 
world. 

Sixty thousand devoted men and 
women should be able to sell eco- 
nomic salvation to the savers of 
this country. 

Thus, in the best traditions of 
the investment banking industry 
—let’s get on with the job. 


needed in the two Federal Securi- 
ties Acts, but as of today no com- 


Perhaps the battle cry of the re- 


here—“It is time for a change.” 
May all that is good in those two 
acts survive. The American in- 
vestor is entitled to the truth and 
the whole truth and we in the 
investment business want him to 
have it. But let’s at all times be 
free to inform him. Let’s not so 
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Treasuries R 


interest. The outcome was to sus- 
tain the principle of an independ- 
ent Federal Reserve System. It 
is reassuring to note the the Re- 
publican Party platform of 1952 
specifically supported this posi- 
tion. 


In May of this year the Federal 
Open Market Committee of the 
Federal Reserve instituted a sur- 
vey of open market practices and 
procedures. Mr. Robert H. Craft, 
who was then Chairman of the 
Governmental Securities Com- 
mittee of this Association, was ap- 
pointed “Technical Consultant” to 
the study committee and has 
served on a full-time basis for 
five months. Many of our mem- 
bers answered questionnaires and 
appeared in person before the 
Cemmittee. This survey, which is 
still in progress, was a private 
@ne and no public report has as 

yet been made. From the view- 
= peint of these IBA representatives 
who appeared before the Commit- 
tee, the study was entirely con- 
structive in its approach. It is our 
pinion that much good may be 
anticipated as a result of its 


Looking into the year ahead it 
seems to us that the major prob- 
lem in public debt management is 
ene of refunding the now inordi- 
nately large short debt. Of $148 
billion in marketable Treasury se- 
curities, $74 billion mature or are 
callable within one year. To this 
must be added those billions of 
men-marketable obligations— 
mestly Savings Bonds and Notes— 
) are actually or contingently 

ue. 

This situation rather obviously 
calls for the development of a 
long-range program aimed at ob- 
taining a better balanced debt 
structure. Consistent with this 
program, an effort should be made 
to widen the ownership of the 
debt outside the banking system. 

The year 1953 will offer op- 

es to achieve these ends 
through the refunding of maturi- 
ties, through cash offerings, and 
through optional exchanges in ad- 
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To Free Market 


vance of the maturity of uncalled 
debt. Bold and imaginative treat- 
ment will be required for the 
solution of the problem. 


This committee frequently has 
been called upon to consult with 
the Treasury in connection with 
its financing problems. We pledge 
our full support to the new Ad- 
ministration in its efforts to de- 
velop a sound debt management 
program. We place the services of 
the Governmental Securities Com- 
mittee at the disposal of the 
Treasury. 


Respectfully submitted, 
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In Defense 


flects the best thinking on the 
economic needs of the country. 
Notwithstanding this, these ugly 
facts, which have been minor 
side plays in the great work of 
the RFC, still distort a record 
and achievement which has been 
a key factor in preserving our 
system of free competitive enter- 
prise. 

When you think of RFC, what 
should it symbolize? It should 
symbolize the 63,000 loans ag- 
gregating $5.5 billion which the 
RFC has made to business enter- 
prises to whom private financing 
was not available and most of 
whom would have disappeared 
without its aid. It should sym- 
bolize the preservation of small 
business — the backbone of the 
American economy—through the 
57,000 loans in amounts less than 
$100,000. It should symbolize the 
partnership with private banking, 
otherwise unable to help, through 
participation in 26,000 loans ag- 
gregating $1.7 billion. 

It should mean the 27,000 loans 
amounting to $4.8 billion to banks 
and other financial institutions 
at a time when our entire banking 
system was threatened and our 
capitalistic economy was on the 
brink of disaster. It should mean 
the 6,000 loans aggregating $1.5 
billion to the municipalities and 
other public agencies for hospi- 
tals, bridges, water systems, 
drainage districts and other es- 
sential public services which 
could not be obtained from pri- 
vate sources. It should mean the 
335 loans aggregating $1.25 bil- 
lion to save the railroad trans- 
portation system. It should mean 
the 30,000 loans aggregating $86 
million for the _ rehabilitation 
from the destruction which the 
forces of nature so often have 
brought to those to whom the 
availability of bank credit is non- 
existent. It should mean that all 
of these things have been accom- 
plished in such a way as to be 
self-sustaining, paying all costs 
and leaving a surplus of more 
than $620 million. 


It should symbolize the defense 
of this Nation. It should mean 
the synthetic rubber industry, 
with operating plants built at a 
cost of $517 million, having a 
capacity of 950,000 tons of syn- 
thetic rubber per year, and pro- 
ducing in the past year synthetic 
rubber of a value of $352 million, 
which has freed us from depend- 
ence On natural rubber which 
grows today only in areas from 
which we can over night be cut 
off. It means the operation of the 
only tin smelter in the Western 
Hemisphere, producing 36,000 tons 
of tin per annum. It means the op- 
eration of 25,000 acres of abaca 
fibre production, which provides 
the hemp so essential to the main- 
tenance of our Navy and other 





It means 


of the RFC 


that all of this has been and is 
being accomplished without loss 
through operating agreements 
with private industry in the best 
American tradition. 


Blazing New Trails for Private 
Industry 
Above all, it should symbolize 
the pioneer blazing new trails 
for private industry to convert 
into broad avenues of develop- 
ment in the American economy. 


The RFC has in many instances 
shown the way in new develop- 
ments which private industry 
could not and properly would 
not risk. To illustrate, 20 years 
ago the success and potential of 
the long distance toll road was 
entirely a matter of conjecture. 
It was contrary to the tradition 


of free roads and whatever little 


historical experience there was 
showed them to be economically 
non-feasible. Private financing 
quite properly refused to take the 
risk. RFC did take the risk. I 
need not tell you of the success 
of that project. Today a large 
number of long distance toll roads 
are being privately financed. 
However, I am sure that none 
would have been built if RFC had 
not taken that risk. 

Again, in World War II, we 
were suddenly cut off from our 





only sources of supply of natural 
rubber. A substitute was needed 
immediately. Private 
could not establish a synthetic 
rubber industry of the magnitude 
required. There was no assurance 
that such an industry was eco- 
nomically feasible. Even at the 
close of World War II it had not 
yet been established on a sound 
competitive basis. Today the 
situation is such that we need 
no longer have any fear that syn- 
thetic rubber can be operated 
privately on a sound competitive 
basis without any risk to our 
national defense. For this reason 
we are now working on a plan 
to get the entire industry into 
private hands at the earliest 
possible time. 

Time does not permit me to do 
much than to sketch briefly a 
few of the highlights in the his- 
tory of the RFC. Yet I believe 
that even this brief sketch should 
make it clear that the RFC has 
not been and is not today a static 
organization, but has been and 
still is a living entity meeting 
the various problems of our na- 
tional economy as they arise. In 
its short history of 20 years the 
Corporation has had many roles. 
Its first job was to save and 
endangered economy by bolster- 
ing our financial and industrial 
system at a time when it was 
threatened by disaster. As we 
came into the World War If 
period, it moved into the next 
phase of financing the tremen- 
dous production required to make 
us militarily and economically 
strong to meet the demands of 
ourselves and our allies. During 
the post-war years it served as 
a cushion against shock to Amer- 
ican industry. as .it. reconverted 
from an all-out war,economy to— 
a peacetime civilian economy. 
Today in the present full economy 
it is limiting in large measure 
its activities to financing where 
needed and the requirements of 
our defense mobilization against 
the tensions of present interna- 
tional situations. For tomorrow 
it stands ready with a capable, 
éfficient organization, keenly 
aware of changes taking place in 
our economy, to meet the prob- 
lems of Our economy as they 
develop. 
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Legislation 


Affecting Securities 


ticularly significant to note that 
@ member of the Pennsylvania Se- 
curities Commission stated that 
the Pennsylvania Securities Act 
“has worked splendidly” and that 
he definitely endorses that type of 
Blue Sky law. 


Stzte Blue Sky Laws 


The only amendment to a State 
Blue Sky law this year was in 
Michigan, where a minor amend- 
ment exempts securities issued by 
certain corporations organized and 
operated exclusively for educa- 
tional purposes, maintaining grade 
or high schools and based upon 
Christian or religious instruction, 
and no part of the earnings of 
which inures to the benefit of 
any private stockholder or indi- 
vidual. This amendment is sum- 
marized in Appendix A. 


In Illinois a joint legislative 
committee of the Central States 
Group of the IBA and District No. 
8 of the NASD has been organized 
to continue work on amending 
the present Illinois Securities Act 
or obtaining the adoption of a 
complete new Illinois Securities 
Act. This committee plans to dis- 
cuss such a program with the Se- 
curities Commissioner of Illinois 
as soon as it is known who the 
Securities Commissioner will be 
during the coming year. 


The Committee is pleased to re- 
port the decision of the Illinois 
Supreme Court in the case of 
Jaffe v. Cruttenden. In this case 
the plaintiff (Jaffe) alleged that 
common stock which he had pur- 
chased from the defendant (Crut- 
tendem) was a Class “D” security 
under the: Illinois Securities Law 
and that the stock had not been 
registered as required under that 
law. The defendant answered that 
the stock was.sold in accordance 
with subsection 5(7) of the pumnols 
Securities Law as a Class “B” se 
curity, the sale of which was ex- 
empted from the registration re- 
quirements of the law. The plain- 
tiff then contended. that subsection 
5(7) was’ unconstitutional in spe- 
cified respects and that defendant 
did not prove compliance with 
subsection 5(7). Subsection 5(7) of 
the Illiois Securities Law exempts 
(as securities~ in -Class .“B’’, ex- 
empted sales) the sale by regis- 
tered dealers in the secondary 
market of certain securities about 
which specified information is 
available in a recognized manual 
of securities. The Ilinois Supreme 


Court on May 22, 1952, in affirm- 
ing the decision of the lower court 
in favor of the defendant, held 
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that subsection 5(7) is constitu- 
tional and that the defendant 
proved compliance with the re- 
quirements of that paragraph. The 
Central States Group of the IBA 
contributed financially to the legal 
defense of this case because of the 
importance to all registered 
dealers in Illinois of upholding the 
constitutionality of subsection 
5(7) which provides the basic ex- 
emption, from the securities regis- 
tration requirements of the Illinois 
Securities Law, for trading in un- 
listed securities in the secondary 
market. 

In Michigan members of the 
Legislation Committee of the 
Michigan Group met with the 
Michigan Corporation and Securi- 
ties Commissioner and the Deputy 
Commissioner on March 24th and 
discussed with them the possibil- 
ity of obtaining the enactment of a 
complete new Blue Sky law in 
Michigan. This project is entirely 
in the discussion stage and it is 
anticipated that further discus- 
sions will be held. 

In Missouri the Bar Association 
has appointed a committee to re- 
vise the Missouri Blue Sky law. 
George Newton (G. H. Walker & 
Co., St. Louis), Chairman of the 
Legislation Committee of the Mis- 
sissippi Valley Group, and Howard 
Fitch (Barret, Fitch, North & Co., 
Kansas City) and Frederick H. 
MacDonald (Burke & MacDonald, 
Kansas City), both representing 
the Southwestern Group of the 
IBA, are working with the Bar 
Association Committee. 

In New Mexico we expect that 
a bill will be introduced -in the 
legislature, similar to the bill in- 
troduced at the 1951 session of the 
legislature, to provide a complete 
new Blue Sky law for New 
Mexico, based in large part upon 
the IBA model law of the notifica- 
- tion type.. 

In Tennessee we expect that a 
bill will be introduced in the 
legislature, similar to the bill in- 
troduced at the 1951 session of the 
legislature, to provide a complete 
new Blue Sky law for Tennessee, 
embodying the IBA model law of 
the notification type with a few 
minor changes. 

_In Texas a subcommittee of the 
Legislative Committee of the 
Texas Group has been appointed 
(a) to seek relief from certain 
administrative interpretations of 
provisions of the Texas Securities 
Act which were set forth in a 
letter from the Securities Com- 
missioner of Texas to all general 
securities dealers in Texas and 
(b) to seek amendments to the 
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Texas Securities Act. The mem- 
bers of this special subcommittee 
are: 


H. H. Dewar (Dewar, Robert- 
son & Pancoast, San Antonio), 
Chairman. 


E. O. Cartwright (Merrill Lynch, 
Pierce, Fenner & Beane, Dallas), 
Vice-Chairman. 


Harland Mayes (Rauscher, 
Pierce & Co., Inc., Dallas). 


Robert E. Moroney (Moroney, 
Beissner & Co., Houston). 

Charles C. Pierce (Rauscher, 
Pierce & Co., Inc., Dallas). 

W. Allen Taylor (E. F. Hutton 
& Company, Dallas). 


The subcommittee and its coun- 
sel discussed the points upon 
which administrative rulings were 
desired with the Secretary of State 
of Texas and the Securities Com- 
missioner of Texas at a meeting 
in Austin on August 25. The Secre- 
tary of State subsequently ruled 
favorably on the principal points 
in question. The Secretary of 
State, in accord with the request 
of the subcommittee, also subse- 
quently added the San Francisco 
Stock Exchange and the Los An- 
geles Stock Exchange to the ex- 
changes approved under the Texas 
Securities Act, so that securities 
listed upon those exchanges are 
exempt from registration under 
the Texas Securities Act. 

The subcommittee and its coun- 
sel, with the assistance of IBA 
counsel, then prepared briefs pro- 
posing eight amendments to the 
present Texas Securities Act. 
These proposed amendments were 
discussed with the Secretary of 
State of Texas and the Securities 
Commissioner of Texas at a meet- 
ing in Austin on October. 27th. 
Although the Texas officials did 
not commit themselves at the 
meeting to support any of the pro- 
posed amendments, the subcom- 
mittee believes that the officials 
will support most of the proposed 
amendments. The proposed 
amendments would include pro- 
visions (1) to permit the registra- 
tion of securities of seasoned com- 
panies by notification and (2) to 
clarify and simplify the exemp- 
tion for sales of certain securities 
by registered dealers in the sec- 
ondary market. The Texas officials 


indieated their willingness to co-. 


operate with the special subcom- 
mittee in completely rewriting the 
present Texas Securities Act to 
embody such ef the proposed 
amendments as are agreed to and 
to clarify certain ambiguous and 
inconsistent provisions of the 
present Act. 


In Washington a committee has 
been appointed by the Governor 
to prepare a draft of a complete 
new Blue Sky law for Washington. 
Members of this committee in- 
clude: 

Fred Blanchett (Conrad Bruce 
& Company, Seattle). 

Sherman Ellsworth (Wm. P. 
Harper & Son & Co., Seattle). 

John J. Hasfurther (Blyth & Co., 
Inc., Spokane). 

Waldo Hemphill (Waldo Hemp- 
hill Investments, Seattle). 


Beardslee Merrill (Richards, 
Merrill & Peterson, Inc., Spokane). 


Walter J. Nicholls (Walter J. 
Nicholls & Co., Spokane). 


Earl F. Waterman (Earl F. 
Waterman & Co., Seattle). 


Lyle Wilson (Pacific Northwest 
Company, Seattle). 


Copies of the IBA model Blue 
Sky laws have been furnished to 
all of the committees mentioned 
above for their use in amending or 
revising State Blue Sky laws. 


Blue Sky Law Exemption for 
Revenue Bends 


In the interim report of the 
Committee we reported that the 
Director of the Securities Division 
of the Virginia Corporation Com- 
mission had taken the tentative 
position, in connection with the 
= $96,000,000 State of West Virginia 


Turnpike Revenue Bonds, that the 
exemption under the Virginia 
Blue Sky law for “Any security 
issued ... by any state or political 
subdivision or agency thereof” 
extends only to general obligation 
bonds and does not exempt reve- 
nue bonds. 

A committee of Virginia mem- 
bers of the IBA submitted to 
the Director of the Virginia Se- 
curities Division a legal memo- 
randum prepared by the IBA staff 
to demonstrate that revenue bonds 
as well as general obligations is- 
sued by the specified issuers are 
exempt from the Virginia Blue 
Sky law, and the members of the 
committee met with the Director 
of the Virginia Securities Division 
on May 23rd to discuss this prob- 
lem with him. The members of 
this special committee were: 


Walter W. Craigie (F. W. 
Craigie & Co., Richmond). 


F. Willson Craigie (F. W. 
Craigie & Co., Richmond). 


Homer L. Ferguson, Jr. (Mason- 
Hagan, Inc., Richmond). 


Garnett O. Lee, Jr. (Scott, 
Horner & Mason, Inc., Richmond). 


Walter S. Robertson (Scott & 
Stringfellow, Richmond). 


Edmund Strudwick, Jr. (Ander- 
son & Strudwick, Richmond). 


We are pleased to report that 
at this meeting the Director of the 
Virginia Securities Commission, 
who was completely cooperative 
in considering the problem with 
the committee of Virginia mem- 
bers, reversed his previous ten- 
tative position and he now accepts 
revenue bonds issued by a state 
or a political subdivision or 
agency thereof as exempt from 


the Virginia Blue Sky law. The 
result of this meeting illustrates 
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how effectively many Blue Sky 
problems can be solved when they 
are one iv B ar ang oe 4 and infer— 
mally w regulatory au- 
thorities. 


Legal Investment Laws 


The Local Civil Rules of tha :¢ 


District Court of the District of 
Columbia for investments by fidu— 
ciaries in the District of Columbia 
have been amended to permit in— 
vestment in certain Public Hous— 
ing Agency Bonds. 

There have been amendments 
this year to the legal investment 
laws of the following states: 

Massachusetts: for savings 
banks. 

New Jersey; for savings bank, 
fiduciaries and insurance com 
panies. 

New York: for savings banky, 
fiduciaries and insurance com- 
panies. 

Pennsylvania: for banks or trus® 
companies. 


Rhode Island: for banks, saving» 
banks and trust companies. 


South Carolina: for trust fundm 


Texas: for banks and trust come 
panies. 


Virginia: for savings banks. 


Summaries of these a a 


ments to legal investment laws 
are attached to this report as Ap~ 
pendix B. 


Also, the laws of New Jersey re=- 
lating to the administration @ 
estates, including investments fer 
fiduciaries, have been revised ani 
the general insurance law of Vie 
ginia has been recodified and re« 


We think it important to call 
particularly to your attention the 
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New State Legislation 


fact, as reported in “IBA Wash- 
ington Bulletin No. 2-52,” that a 
new subsection (26) was added to 
Section 235 of the New York Legal 
Investment law for savings banks 
to authorize savings banks to in- 
vest in certain preferred stock, 
guaranteed stock and common 
stock. 

The constitutionality of the New 
Jersey limited Prudent-Man in- 
vestment law for fiduciaries 
(which permits fiduciaries to in- 
vest up to 40% of a trust estate 
under the Prudent-Man rule in 
investments other than legal in- 
vestments, except in cases in 
which a trust instrument provides 
otherwise) was sustained in Fi- 
delity Union Trust Co. v. Price, 
by the New Jersey Superior 
Court, Chancery Division, Essex 
County, on March 24, 1952, where 
the Court, emphasizing the fact 
that the trust instrument controls, 
held that the retrospective char- 
acter of the New Jersey Prudent- 
Man Statute, alone, did not render 
it unconstitutional because it did 
not impair the obligation of con- 
tract or interfere with or alter any 
vested right or legal remedy that 
antecedently existed. 

With respect to the right of 
Maryland mutual savings banks to 
invest deposits in equity stocks, 
the Maryland Attorney General in 
an opinion dated Aug. 6, 1952, 
concluded that (under the Mary- 
land law which provides that de- 
posits of savings institutions “shall 
be invested or loaned out on good 


Affecting Securities 


security, in the discretion of the 
directors”) the purchase of equity 
stocks would seem proper for di- 
rectors of mutual savings associa- 
tions, but that in view of the long 
accepted and followed practice to 
the contrary, it would be wise to 
have the legislature expressly au- 
thorize such investment before 
such purchase is authorized and 
approved by the state bank com- 
missioner. 


Abandoned Property Laws 


The abandoned property law of 
New York was amended by in- 
serting a new article (V-A) which 
requires every broker or dealer to 
pay to the state comptroller, on or 
before March 10 of each year, all 
property which on the preceding 
Dec. 31 was: (1) “Any amount re- 
ceived in this state after June 30, 
1946 by a broker or dealer or 
nominee of such broker or dealer 
as the holder of record of a se- 
curity remaining unpaid to the 
person entitled thereto for five 
years following the receipt there- 
of.” and (2) “Any amount re- 
ceived in this state after June 30, 
1946 due from a broker or dealer 
to a customer which has remained 
unpaid to the customer for five 
years after the date of the last 
entry, other than the receipt of 
dividends or interest in the ac- 
count of such broker or dealer 
with such customer.” 

This amendment is a definite 
improvement over the bill which 
passed the New York Legislature 
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last year and was vetoed by Gov- 
ernor Dewey. The new law ap- 
plies only to amounts received 
after June 30, 1946, whereas the 
bill vetoed last year would have 
applied to dividends or other pay- 
ments received after June 1, 1935, 
Also, the new law applies only to 
“any amount received in this 
state”, whereas the bill vetoed 
last year would apparently have 
applied to amounts received by 
firms which maintained only 
branch offices in New York (as 
well as to firms which have their 
principal offices in New York) 
regardless of whether the un- 
claimed amounts were received in 
New York. 

Under the new law there still 
remains the possibility of liabil- 
ity to pay the same abandoned 
property to more than one state. 
We strongly urge that any similar 
proposals requiring the payment 
of abandoned property to a state 
include specific provisions that 
they shall not apply to any 
amount which has been paid or 
shall be required to be paid as 
escheated or abandoned property 
to any other state. 


Tax Proposals 


The New York City Financial 
Tax on Gross Receipts was in- 
creased, effective June 30, from 
two-fifths of 1% to four-fifths of 
1%. The financial community 
vigorously opposed the adoption 
of this increase in the tax rate, 
but the opposition was unsuccess- 
ful. As a result of the increased 
tax rate, several investment funds 
moved their offices from New 
York City to New Jersey and a 
few investment funds have closed 
their New York City offices. 


Preparation for 1953 


Since most of the state legisla- 
tures will be in regular session in 
1953, and since we anticipate that 
a considerable amount of legisla- 
tion will be introduced in 1953 
affecting the investment banking 
industry, we strongly urge all 
groups of the IBA to organize ef- 
fective state legislation commit- 
tees within each group, with rep- 
resentatives in each state. We 
urge that all members of the IBA 
be on the lookout for bills pro- 
posing amendments to or the en- 
actment of state Blue Sky laws, 
legal investment laws, abandoned 
property laws, or taxes of any 
type which might conceivably af- 
fect securities or those engaged in 
the securities business. 

In conclusion, the State Legis- 
lation Committee welcomes sug- 
gestions from all members and 
invites the opportunity to assist 
in any problem relating to state 
legislation. 


Respectfully submitted, 


STATE LEGISLATIVE 
COMMITTEE 
Charles S. Vrtis, Chairman 
Glore, Forgan & Co., 
Chicago 
Richard A. Bigger 
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Waller C. Brinker 
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Boston 


Herman B. Joseph 
T. H. Jones & Company, 
Cleveland 


Stanley R. Manske 


St. Paul 


Wayne Martin 
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Orus J. Matthews 
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Stanley G. McKie 
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Cincinnati 
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Kansas City, Mo. 

G. Gordon Meeks 
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Foster & Marshall, Seattle 
Earl F. Meyer 
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William Moore 
McDonald-Moore & Co., 
Detroit 


Paul L. Mullaney 
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George A. Newton 
G. H. Walker & Co., St. Louis 
Ralph Owen 
Equitable Securities Corpora- 
tion, Nashville 
Charles C. Pierce 
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Dallas 
Albert Pratt 
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Curtis, Boston 


Arthur R. Robinson 
Anderson & Strudwick, Rich- 
mond, Va. 

Milton R. Underwood 
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George W. Weedon 
Crowell, Weedon & Co., 

Los Angeles 





Foreign Invesiment Is 


Job for 


profitably in whatever part of the 
world the Union Jack was flying. 


Challenge of the Suspended Crisis 


It seems clear to me that the 
precise economic factors of the 
suspended crisis which America 
now faces offer a special challenge 
to us as investment bankers. 

The suspended crisis that con- 
fronts America presents a two- 
fold problem: the necessity of re- 
storing a stable economy among 
our allies in Western Europe, and 
the necessity for supplementing 
our own sources of raw materials. 

Up to the present time we have 
turned the job over almost entire- 
ly to our national government. 
The Marshall Plan, aimed at sav- 
ing the European economy, was 
financed out of public tax funds 
and administered by government 
officials. The ‘Point -Four” pro- 
gram was, and is, a public rather 
than a private undertaking. In 
view of the American. passion for 
private enterprise, this almost 
total reliance on government is 
truly amazing. It is dqubtless true 
that government as$Sumed eco- 
omic functions without consulting 
responsible leaders fm industry; 
but it is also true that the indif- 
ference or hostility jof industry 
created a situation der which 
government could take over by 
default. 

On this point “Business Week” 
recently published aespecial re- 
port, “Foreign Aid: What Comes 
Next?” Discussing the flow of 
risk capital into foreign countries, 
this report says: 

“Right after the war it was as- 
sumed that private risk capital 
would flow out from the United 


Private Capital 


States to develop the world’s re-. 
sources, much as private British’ 
capital went abroad in the nine-. 
teenth century. But there have. 
been so many tempting blue-chip. 
opportunities right here at home 
that private capital, by and large, 
has been unwilling to take even’ 
normal risks abroad. Then, too, 
the investment climate abroad 
isn’t what it was 100, or even 50 
years ago.” 

This situation resulted in @ 
“power vacuum,” and, inevitably, 
the American Government has 
moved in to fill the gap. This is 
not a happy solution. 

Our experience with govern- 
ment invasions of private financ- 
ing has convinced us of the inad- 
visability of government invest- 
ment in the domestic field. The 
inadvisability of government in- 
vestment in the foreign field, how- 
ever, is far less clearly seen. Too 
many people today still talk of 
what they think ought to be gov- 
ernment’s role in foreign invest- 
ment. Too few talk of what ought 
to be the dominant role of private 
capital. And most of us have still 
rot learned that loans or gifts by 
our government: to foreign gov- 
ernments do not encourage the 
flow of private capital into the 
foreign countries concerned, but 
rather discourage such private in- 
vestment. 

If we can reach agreement that 
it is largely the job of private risk 
capital to establish a wholesome 
world economy, then our oppor- 
tunity and responsibility as an 


industry to provide’ technical 
leadership become clear. 

When foreign investment is re- 
garded as a straight business ven- 
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ture, and not as some form of na- 
tional idealism or charity, the 
process of channeling investment 
funds into the areas where they 
are needed will be given back to 
the men whose whole professional 
skill equips them to do that job 
best. As investment bankers we 
do not pretend that our. profes- 
sionat judgment is infallible. We 
do know, however, that our very 
life as professional men depends 
on our being right more often than 
wrong. The government investor 
risks only the taxpayers’ money 
and suffers no personal embarrass- 
ment if his judgment proves bad. 
On the other hand our inevitable 
mistakes are held to a minimum 
because they are self-correcting— 
because we feel, immediately and 
personally, the effects of these 
mistakes. Our greatest strength 
lies in that sober sense of respon- 
sibility that characterizes our 
whole profession: responsibility to 
those who entrust their funds to 
our skilled handling and, in a 
lesser sense, responsibility to 
those who seek financing. 

How would this responsibility 
work itself out in the area of for- 
eign investment of private risk 
capital? Consider the difficulties 
actually facing the potential 
American investor today when he 
Views the foreign market. The in- 
vestment climate. abroad ~ has 
changed in the last century. Unde- 
veloped countries, however “back- 
ward,” no longer have the wel- 
come mat ‘spread for foreign in- 
vestors. They fear they willbe” 
robbed of their birthright of-nat- 
ural resourees by a Tapacious and 
powerful nation. 

“ Iran is perhaps the outstanding 
example at the moment of a eoun- 

try which is discouraging private 
investment. Expropriation has 
created the worst possible climate 
for trust and confidence, for pri- 
vate capital will flow only when 
it has assurances of fair treatment 
—of freedem from vexatious laws, 
from discriminatory taxation, 
from the fear of nationalization, 
from possible breach of contract. 


An. outstanding example of this 
principle is our Own great and 
Bood neighber, Canada. When, 
some months ago, the Canadian 
Government took off all restric- 
tions on the withdrawal of Ameri- 
ean capital, American funds began 
to flow into Canada in a tremen- 
dous rush. People place . their 
money where they expect the least 
trouble in getting it out, and 
‘where they may expect to receive 
the fruits of their investment. 

If and when our national gov- 


ernment aecepts the proposition 


ithat economie matters are best 
left to those who understand them 
best, and also accepts the corollary 
‘that its own job is to make it pos- 
sible for American buisinessmen 
ito operate freely wherever in the 
-world the American flag is honor- 
‘ably’ received—then we shall ‘see 
that kind ef eeeperatieon between 
government and industry that will 
most surely bring this country to 
a solution of the long- term eco- 
‘nomic weortd erisis. 

Is such a-solution of the sus- 
pended economic crisis feasible? It 
seems to me, yes. The “climate” 


able in at least four specific 
areas: 
(1) The climate is becoming 


more favorable among our Eu- 
ropean allies. 
this expressive slogan, coined by 
England’s Finance Minister, is said 
by recent travelers to reflect in- 
creasingly the common sentiment 
of France, Italy, and Germany as 
well. 


“Trade; not aid”— 


(2) The climate is favorable in 


many of the se-called “undevel- 
oped countries’—lands with. nat- 
ural resources who stand to profit 
enormously American 
capital is made available with the 
idea of developing these countries, 
not of despoiling them. Here there 
are several projects that point. the 
way: 


if private 


United -States Steel’s “Cerro 


Bolivar” project in Venezuela; the 
“Ungava” development in Labra- 
dor, financed by the M. A. Hanna 
Co. and five leaders in the steel 
industry; the “Kuwait” oil project 
on the Persian Gulf, a joint un- 
dertaking by Gulf Oil Co. and 
Britain's Anglo-Iranian. 


These privately-financed ven- 


tures mean to our own economy 
a steady flow of high-grade iron 
ore 
What the more than $500,000,000 
initially invested will mean to the 
- undeveloped areas invelved will 
he fully: 
years. As a by-product, of course, 
there. are new roads, new installa- 
‘tions, -new schools, new hospitals 
—a_record of which American 
private enterprise may well be 
proud. 


and abundant  petrvleum. 


s€en only after some 


(3) The climate is favorable 


within American industry itself. 
During recent weeks we have 
been able to read the views of in- 
dustrial 
Point Four” 
some reservations, 
been many declarations similar to 


“Private 
Despite 


there have 


leaders on a 
program. 


the one made by Mr. Paley: 


“It is not just humanitarianism 
to talk about wanting other na- 
tions to match or better our 


growth. It is sound business and 
politieal sense.” 
(4) Lastly, and perhaps most 


importantly, the climate seems to 
be favorable in Washington. The 
incoming Administration, we are 
assured, is interested in deempha- 
sizing the influence of government 
in those fields where government 
has no proper business arid in re- 
eeiving “new ideas” as to the so- 
lution of the problems which con- 
eern all Americans. It is here that 
industry might well be able to 
make its contribution toward di- 
recting the flow of private capital 
into Europe and the undeveloped 
eountries. 


Specifically, I find a most en- 
ecouraging report regarding the 
attitude of our government. Re- 


‘cently eur IBA Conference’ Com- 
mittee; 


meeting in W 
was received by officials of the 
State: Department. On this occa- 
sion I shared with Mr: Harold 


Linder, then Acting Assistant for 


Economic Affairs, some of the 
thoughts on private investment 
abroad which I intended to incor- 
porate in my remarks today. Asa 
direct result of this conversation, 


problem posed for the United 
States by the low standard of liv- 
ing and the undeveloped econ- 
omies of certain parts of the free 
world, and why the government 
has felt it necessary to move into 
these areas. He remarks quite 
frankly, however, that: 
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of the present world seems favor- I have received from Mr. Hamlin Continued from page 32 
Robinson, Assistant Chief of the 
Investment and Economic Devel- 
opment Staff, a statement on the 
position-his agency takes. 
Robinson 


Mr. indicates the 


“ 


. (these) are... the fields 


in which governments have not, 
should not, and probably cannot 
function effectively. . 


While recognizing the fact that 


private investment alone cannot 
solve the problem, he asserts: 


“Surely the ingenuity and re- 


sourcefulness of private enter- 
prise in the West can be a major 
factor in raising living standards 
abroad, 
bring those talents to bear upon 
this problem of development. 
isn’t a matter of charity; it can be 
good business, and at the same 
time an essential 
world progress and _ security, 
whieh is in the interest of every 
American.” 


if only we can somehow 
It 


ingredient of 


Because we have today touched 


on the proper function of govern- 
ment in these economic enter- 
prises, 
Mr. Robinson’s concrete sugges- 
tions as to how government can 
serve industry abroad. He lists, 
for example, Treaties with the 
foreign governments concerned; 
Guaranties against certain non- 
business risks; and more liberal 
Tax Treatment for income earned 
abroad. To me, at least, Mr. Rob- 
inson’s responses give evidence 
that our government is making a 
real effort to understand the dif- 
ficulties of foreign investment as 
they appear to businessmen. Fur- 
thermore, this impression is con- 
firmed by an appeal made to our 
own industry to help government 


you will be interested in 


agencies decide which foreign in- 
vestments may be profitable, and 
to give advice on preparing them 
for the capital market. “As in- 
vestment bankers,” he says “. . 
you know first- hand what it takes 
to translate a good idea into a go- 
ing concern.” 

There are, then, most encour- 
aging signs that our country is on 
the threshold of a new diplomacy, 
a more realistic policy, a new ap- 
proach to the problems of the free 
world. 


This portends a greater em- 
phasis on self-help and less on 
the international dole, greater re- 
lianee on the methods of free en- 
terprise and private finance that 
underlie our suecess at home. 

In this there is implicit for our 
own industry a challenging role, 
a call for our specialized technical 
knowledge and experience. Our 
talents should contribute signifi- 
cantly in this re-directed effort to 
aid undeveloped and underpriv- 
ileged lands, and the effort to so- 
lidify the free world against the 
totalitarian threat, while at the 
same time preserving our welfare 
and enriching our life at home. I 
know that to a man this industry 
will measure up to the respon- 
sibility and the opportunity of 
the call. 
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Sterne, Agee & Leach, Birmingham 
LYONS, KEVIN T. 

Lyons & Shafto, Boston 
LYONS, SAM B.* 

Finance Magazine, Chicago 
MacARTHUR, ROBERT W.* 


‘Paine, Webber, Jackson & Curtis, Boston 


MacDONALD, GEORGE C 


McLeod, Young, Weir & Co., New York 


MACKALL, WILLIAM W.* 

Mackall & Coe, Washington 
MACKEY, DONALD D 

Dominick & Dominick, New York 
MAGNUS, JULIAN A. 

"Magnus & Co., Cincinnati 
MAGOWAN, ROBERT A. 


Merrill agnah, Pierce, Fenner & Beane, 


New Yor 
MANNING, STEVENS 
Paine, ‘Webber, Jackson & Curtis, 
Los Angeles 
MARBURG, F. GRAINGER 
Alex. Brown & Sons, Baltimore 
MARCKWALD, ANDREW K. 
Discount Corporation, New York 
MARKS, LAURENCE M. 


Laurence M. Marks & Co., New York 


MARTIN, GEORGE L.* 
International Bank, New York 
MARTIN, WAYNE* 
Milhous, Martin & Co., Atlanta 
MARTIN, Jr., WILLIAM McC.* 


‘Federal Reserve Board, Washington 


MASSEY, ARNOLD B.* 

Mills, Spence & Co., Toronto 
MASTERS, WILLIAM G.* 

Putnam Pund Distributors, Boston 


MATHISON, GEORGE 
Milwaukee Sentinel, Milwaukee 


MATLOCK, WOODFORD* 


Broad Street Saies Corporation, New York 


MATTON, CHARLES F. 

Wachovia Bank & Trust Co., 

Winston-Salem 
MAXWELL, JOHN C.* 

Tucker, Anthony & Co., New York 
MAXWELL, JOHN M.* 

Northern Trust Company, Chicago 
MAY, J. DENNY 

The Parker Corporation, Boston 
MAYNARD, WALTER* 


Shearson, Hammill & Co., New York 


McCALL, ARTHUR C.* 


Alester G. Furman & Co., Greenville 


McCLEARY, GEORGE M.* 
Pilorida Securities Company, 
St. ‘Petersburg 

McCORMICK, D. DEAN* 
McCormick & Co., Chicago 


McCOERMICK, EDWARD T 


New York Curb Exchange, New York 


WicOCURDY, WALLACE M.* 
Thayer, Baker & Co., Philadelphia 
@ceDONALD, HARRY “. 
‘Reconstruction Pimance Corp., 
Washington 


RcDONNELL, DONALD 'N. 
Blyth *& ‘Co., -Inc., New York 
eee sf WDAVID B.* 
*P. Morgan ‘é&'Co., "New York 
Bi RICHARD B.* 


Securities & Exchange Commission, 


Washington 


‘MecFARLAND, DONALD E, 
Kalman & Co., Minneapolis 


_MeGEOCH, Jr., ARTHUR N. 
The Mitwaukee 
BecaREW, EDWARD D.* 
Northern 


Trust -? Vega Chicago 
McKIE, STANLEY G 


, Milwaukee 
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‘MEAD, W. CARROLL* 
Mead, Miller & Co., Baltimore 
ROLAND* 


MERRELL, 
Lee Higginson Corporation, New York 


RUSSELL 8H. 


METZNER, 
Central National Bank, Cleveland 


MEYER, Jr.. MAURICE* 

Hirsch & Co., New York 
MEYER, RICHARD 

Dow, Jones, Inc., New York 
“MILLER, BURTON A. 

National City Bank, Cleveland 

LEWIS 

Pirst National Bank, Chicago 

MILLS, ANDREW 5.* 


MINOR, STANLEY 


Pacific Northwest a Seattle 


ROBIE L.* 


Mitchell .& Pershing, New York 


MOFFITT, WALTER V. 


Kidder, Peabody & Co., New York 


MOLANDER, WINSTON L. 


MONRO, WALTER J. 


Schoelikopf, Hutton & Pomeroy, Buffalo 


MOONEY, Jr., URBAN D. 


Bear, Stearns & Co., New York 


MOORE, RODERICK D.* 


Branch, Cabell & Co., Richmond 


MOREY, RICHARD* 


A. G. Edwards & Sons, St. Louis 


MORGAN, C. GERARD* 


MORGAN, EMERSON B. 
Morgan & Co., Los Angeles 


MORGAN, LAURENCE W.* 


The Parker Corporation, Chicago 


MORGAN, WALTER L.* 


MORRIS, CHARLES K. 
F. S. Yantis & Co., Chicago 


MORRIS, JACK C.* 
Norris & Hirshberg, Atlanta 


MORRIS, JOSEPH L. 


Robinson-Humphrey Company, Atlanta 


MORSE, Jr., CHARLES L. 


MORSE, ERIC 58.* 


W. C. Pitfield & Co., New York 


MORSE, FRANK H.* 
Lehman Brothers, New York 


MORSE, WALTER* 
Lehman Brothers, New York 


MORTON, WILLIAM H.* 


W. H. Morton & Co., New York 


MOSSER, CHARLES R. 
MUDGE, LOUIS G. 
MUIR, EDWARD D.* 


Russ-& Co., San Antonio 
MULLANEY, PAUL L. 


Mullaney, Wells & Co., Chicago 


‘MULLINS, FREDERIC P. 


“A. E. Masten -& Co., Pittsburgh 


MUBRAY, Jr., WILLIAM ‘'N. 


The Illinois Company, Chicago 


‘NELSON, ‘ARTHUR 
‘Burnham & Co., New York 
‘NEUHAUS, PHILIP 


R. 
‘Underwood, Neuhaus & Co., Houston 


NEUMARK, ARTHUR J. 
H. Hentz & Co., New York 
NEWBORG, LEONARD BD. 
Haligarten & Co., New York 
NEWBURGER, Jr., FRANK L.* 


NEWCOMB, MacDONALD G. 


Pederal Land & Intermediate Credit 


Banks, New York 
NEWHARD, CHAPIN 8.* 


NICHOLSON, DANIEL F. 
Chicago 


The Weil, ‘Roth & irving Co., Cincinnati N®X, ALLEN J. 
CLIFFORD P 


McKINNEY, 
| G.H. Walker & Co., st. haibe 
McLAREN, HARRIS Ss B.* 
' “‘MeDonaid & Co., Cleveland 
4MEAD, ROBERT G. ~ 
Stone & Webster Securities Corp., 
Chicago 


———- 
“*Denctes "Mr. and-Mrs. - 





* 
Riter “& Co., New York 
‘NOEL, RICHARD C.* 


Van ‘Alstyne, ‘Noel & Co., New York 


NORTH, LUDLOW F.* 


Robert ‘W. ‘Baird @&Co., Milwaukee 


Newhard, Cook & _ St. Louis 


Northwestern National Bank, Minneapolis 


John C. Legg & Co., Baltimore 


The Wellington Company, Philadelphia 


Hemphill, Noyes & Co., New York 


Hornblower & Weeks, New York 


International Bank, New York 


Newburger & Co., Philadelphia 


Newhard, Cook & Co., St. Louis 





































































































26° S. La Salle Street 


























Cruttenden 
Members New York Stock Eachange & Micwest Stock Exchange 
“Associate ‘Mem! 


_ _..-ALISTED &G UNLISTED 
SECURITIES 


Through our own retail and wholesale 
distribution we offer unusual facilities ‘for 
the placement of blocks of -Securities 


& Ceo. 


er New York Curb ExdRange 
Chicago 4, Hiinois 


Denver 





DEarborn 2-0500 


Lincoln 


NOYES, BLANCKE 
Hempshill, Noyes & Co., New York 
O’DAY, DANIEL 
Northern Trust Company, New York 
OSGOOD, ROBERT L.* 
Vance, Sanders & Co., Boston 
OSTRANDER, LEE H. 
William Blair & Co., Chicago 
OTIS, C. BARRON* 
The Bond Buyer, New York 
OVERTON, JOSEPH A. 
T. H. Jones & Co., Cleveland 
OWEN, IRA D.* 
Allison-Williams Company, Minreepolis 
PACE, CLARK R.* 
Business Week, New York 
PAIDAR, LEONARD J.* 
Geodbody & Co., Chicago 
PARCELLS, Jr., CHARLES ‘A.* 
Charlies A. Parcells & Co., Detroit 
PARKER, AMORY 
The Parker Corporation, Boston 
PARKER, NATHAN K.* 
Kay, Richards & Co., Pittsburgh 
PARKER, WILLIAM A, 
The Parker Corporation, Boston 
PATTBERG, Jr., EMIL J.* 
First Boston Corporation, New York 
PATTERSON, WILLIAM A, 
United Air Lines, Chicago 
PAYNE, CARE 
Cumberland Securities Corp., Nashville 
PERKO, JOHN F.* 
J. PF. Perko & Co., Cleveland 
PERRIGO, CHARLES R. 
Hornblower & Weeks, Chicago 
PERRY, FAIRFIELD 8.* 
Gordon Graves & Co., New York 
PERSHING, F. W.* 
Pershing & Co., New York 
PETERS, GERALD P. 
Peters, Writer & Christensen, Denver 
PETERSON, E. NORMAN 
Equitable Securities Corp., New York 
PETTIT, KARL D.* 
Knickerbocker Shares, New York 
PEVEAR, WILLIAM W. 
Irving Trust Company, New York 
PFEFFER, DELMONT K.* 
Naiional City Bank, New York 
PHILLIPS, GUY M,. 
Caldwell Phillips Co., St. Paul 
PHILLIPS, RALPH E. 
Dean Witter & Co., Los Angeles 
PHILLIPS, SPENCER 
Emanuel, Deetjen & Co., New York 
PIERCE, CHARLES C.* 
Rauscher, Pieree & Co., Dallas 
PIETROWICZ, STEPHEN R&.* 
Chicago Tribune, Chicago 
PIPER, Jr., HARRY C.* 
Piper, Jaffray & Hopwood, Minneapolis 
PLATT, RICHARD 
Vance, Sanders & Co., Chicago 
PODESTA, ROBERT A.* 
Cruttenden & Co., Chicago 
POOLE, MONROE V.* 
Geo. B. Gibbons & Co., New York 
POPPER, ELVIN K. 
I. M. Simon & Co., St. Louis 
POTTER, A. €.* 
Baeon, Whippie & Co., New York 
POWERS, ROBERT A 
Smith, Barney & Co., ‘New York 
‘PRANKARD, 2nd, HARRY I:* 
Lord, Abbett -& Co., ‘New York 
PRATT, ALBERT 


Paine, Webber, Jackson & Curtis, Boston 


PRUDDEN, HORTON BR. 

Stetson -& Co., New York 
PUTNAM, ALBERT D. 

Putnam & Co., Hartford 
PUTNAM, Jr., GEORGE 

"Putnam Pund aaa “Boston 
PUTNAM, HENRY W. 

"Association of Seeatt Exchange Firms, 

New York 
QUAIL, JOHN J. 

‘Quail & Co., Davenport 
‘QUIGG, JAMES F. 

Paine, Webber, Jackson & Curtis, 

Chicago 
QUIST, LBO L. 

Harold -E.-Wood & Co., 8t. Paul 
RAISS, JOHN* 

‘Burnham & Co., New York 
RAND, RICHARD N.* 

Rand & Co., New York 
‘RAND, THORBURN* 

Rand & Co., New York 
RANKIN, “HARLEY L.* 

Goldman, Sachs & Co., Philadelphia 
RASH, DILLMAN “A.* 

J. J. B. Hilliard-& Son, Louisville 
RATCLIFFE, MYRON F.* 

“Bache -& Co., Chicago 
‘RAUCH, ALFRED* 

Kidder, Peabody & Co., Philadelphia 
*"RAUSCHER, JOHN H.* 

Rauscher, Pierce & Co., Dallas 
RAY, NORMAN C.* 

Kay, Richards & Co., Pittsburgh 
RAYMOND, ANDREW J. 

Dominion Securities Corporation, 

"New York 
‘REDMAN, W. GUY¥* 

A. G. Edwards ‘& Sons, St. Louis 
REED, STUART 8. 

Paine, Webber, Jackson & Curtis, 

New York 


REFSNES, JOSEPH E 
Refsnes, Ely, Beck & Co..*Phoenix 


REILLY, F. VINCENT 
Commercial & Financial Chronicle, 
“New York 


REIS, Jr.. GORDON* 
Seasongood & Mayer, Cincinnati 


REISSNER. FRANK L. 





Indianapolis 





Indianapolis Bond & Share Corporation, 


RENCHARD, WILLIAM S8.* 
Chemica} Bank & Trust Company, 
New York 

REUTER, F. BRIAN* 

Mellon National Bank, Pittsburgh 

REX, WILLIAM M.* 

Clark, Dodge & Co., New York 

RHOADES, PHILIP J.* 

First National Bank & Trust Co., 
Oklahoma City 

RICHARDS, CHARLES A. 

Pield, Richards & Co., Cincinnati 

RIENZI, WILLIAM 
New York Herald Tribune, New York 

RITER, ord, HENRY G.* 

Riter & Co., New York 

ROBERTS, MALCOLM F.* 

Sidio, Simons, Roberts & Co., Denver 

ROBERTSON, WALTER 8. 

Scott -& Stringfellow, Richmond 

ROBINSON, ARTHUR &.* 
Anderson & Strudwick, Richmond 

ROBINSON, EDWARD H. 
Schwabacher & Co., New York 

ROCKEFELLER, Jr., AVERY 
Dominick & Dominick, New York 

RODDY, JAMES E. 

Scharff & Jones, New Orleans 

RODMAN, T. CLIFFORD 
Rodman & Linn, Chicago 

ROGERS, DONALD I.* 

New York Herald Tribune, New York 

ROLL, JOHN B. 

J. B. Roll & Co., New York 

ROSE, MIDDLETON 
Laird, Bissell & Meeds, New York 

ROSS, ALFRED J.+ 
Dick & Merle-Smith, New York 

ROUSE, ROBERT G. 

Federal Reserve Bank, New York 

ROVENSKY, WILLIAM R. 
Hornblower & Weeks, New York 

“—. ROBERT G.* 

troud & Company, Incorporated, 
Philadelphia as 

ROWEN, PAUL R.* 

Securities & Exchange Commission, 
Washington 

RUSSELL, PARIS S. 

Glore, Forgan & Co., New York 

RYAN, BURT T. 

Ryan, Sutherland & Co., Toledo 
RYAN, JAMES 

C. J. Devine & Co., New York 
RYONS, JOSEPH L.* 

Lester, Ryons & Co., Los Angeles 
SAGE, II, ANDERW G. C. 

Lehman Brothers, New York 
SAMPLE, CLARENC?7 E.* 

Mercantile National Bank, Dallas 
SANDBERG, MAURICE H.* 

A. E. Weltner & Co., New York 
SANDERS, Jr., JESSE A.* 

Sanders & Newsom, Dallas 
SAVARD, J. ERNEST 

Savard, Hodgson & Co., Montreal 
SCHAPIRO, MORRIS “A,* 


SCHAUST, GEORGE J. 

Pirst National Bank, Minneapolis 
SCHLESINGER, ROBERT H. 

Reynolds & Co., New York 
SCHLUTER, HAROLD 3. 

a 

New York + wr 
SCHMIDT, REGINALD M. 

Blyth & Co., Inc., New York 
SCHMIDT, WALTER A. 

Schmidt, Poole & Co., Philadelphia 
SCHREDER, HAROLD X. 

Distributors Group, New York 
SCHWABACHER, Jr., — E.¢ 

Schwabacher & Co., San Prancisce 
SCHWERENS, MURRAY R. 

World-Telegram & Sun, New York 
SCOTT, JAMES H. 

Scott & Stringfellow, Richmond 
SCOTT, WILSON ‘A. 

McKelvy & Co., Pittsburgh 
SEIDLER, Jr., ALEX. 

National State Bank, Newark 
SELLERS, PAUL A. 

The Illinois Company, Chicago 
SELTSAM, DONALD A.* 

Seltsam, Hanni & Co., Topeka 
SENER, JOSEPH W.*+ 

John C. Legg & Co., Baltimore 
SEVING, FREDERICK T.* 

Butcher & Sherrerd, Philadelphia 
SHANKS, CARROL M. 
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Prudential Insurance Company, Newark 


SHANKS, WILLIAM 8. 

The Bond Buyer, New York 
SHEEDY, HERMAN J. 

McDonald & Co., Cleveland 
SHEFFEY, JOHN M. — 

National Association Investment 

Companies, New York 
SHEPARD, ROBERT 0O.* 

Prescott, Shepard & Co., Cleveland 
SHERBURNE, HAROLD H. 

Bacon, Whipple & Co., New York 
SHERRILL, H. VIRGIL* 

Shields & Co., New York 


SHIELDS, CORNELIUS* 
Shields & Co., New York 


SHIELS, LAWRENCE W.* 

Camp & Co., Portland 
SHREVE, WICKLIFFE* 

Hayden, Stone & Co., New York 
SIEFERT, RUSSELL E.* 

Stern Brothers & Co., Kansas City 
SIMMONS, RICHARD W. 

Blunt Ellis & Simmons, Chicago 


SIMONSON, Jr., HENRY J.* 


National Securities & Research Corp, 


New York 


SKINNER, DAVID L. 
Harriman Ripley & Co., New York 


SMITH, DUDLEY C.* 
Investment Bankers Association, 
Chicago 


Continued on page 74 








M.’°A. Schapiro & Co., New York 


Chicago 


William T. *Bacon 
Ernest F. Hartshorne 
Harold ‘H, Sherburne 








S3acon, Wiapple & Go. 


b2v0esiment Ovccurities 


Members 
New York Stock ‘Exchange 
Midwest Stock Exchange 
New York Curb Exchange (Associate) 


Partners 


Jay N. Whipple 
Robert B. Krell 
: Harold A. Bray 
Leslie Wagner 


New York 


William D. Kerr 
Joseph E; Rieh 








Francis R. Schanck, Jr. 











Chicago 





New York 
~And Other Cities 


CORPORATE AND MUNICIPAL BONDS 


PREFERRED AND COMMON STOCKS 


COMMERCIAL PAPER 


| A. G. Becker & Co. 


~3NCORPORATED 


Established 1893 


San Francisco 
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In Attendance at IBA Convention 


SMITH, HOWARD C.* 

De Coppet & Doremus, New York 
SMITH, J. RAYMOND 

Weeden & Co., New York 
SMITH, JOSEFH E. 

Union Securities Corporation, New York 
SMITH, NORMAN* 

Merrill Lynch, Pierce, Fenner & Beane, 

New York 
SMUCKER, OTTO 

Chicage Sun-Times, Chicago 
SMUTNY, BRUDOLF* 

Salomon Bros. & Hutzler, New York 
SNYDER, HARRY B. 

Yarnall & Co., Philadelphia 
SPACE, JULIAN A.* 

Johnson, Lane, Space & Co., 
SPEAS, JAMES W.* 

First Netional Bank, Atlanta 
STALKER, ALFRED J,* 

Kidder, Peabody & Co., New York 
STAPLES, JACK &. 

Pulten, Beid & Co., Cleveland 
STARRING, MASON 8. 

A. C. Aliyn & Co., New York 
STEARNS, GEORGE &. 

The Economist, Ch 
STEARNS, PHILIP M.* 

Estabrook «& Ce., Boston 
STEPHENSON, EDWIN A. 

Chase National Bank of the City of 

New York, Chicago 
STEVENSON, G. C.* 

Bacon, Stevenson & Co., New York 
STEVENSON, 4rd, ROBERT 

Investment Bankers Association, 

Chicago 
STITZER, RAYMOND D. 

Equitable Securities Corporation, 

New York 
STOCKWELL, HERMANN G. 

Gairdner & Co., Toronto 
STOLLE, CARL 

G. A. Saxton & Co., 


Savannah 


New York 
one 
*Denotes Mr. and Mrs. 


MONTANA 


STONE, BRNEST E.* 

Stone, Moore & Co., Denver 
STONE, JACOB C. 

Asiel & Co., New York 
STRAUS, FREDERICK W.* 

Straus, Blosser & McDowell, Chicago 
STUBBS, JOHN O. 

Whiting, Weeks & Stubbs, Boston 
SULLIVAN, JAMES J. 

Bieir, Rollins & Co., New York 
SULLIVAN, Jr., MARK* 

Auchincloss, Parker & Redpath, 

Washington 
SWANEY, JOHN* 

Keystone Company, Boston 
TAUSSIG, GARFIELD J. 

Taussig, Day & Co., St. Louis 
TAYLOR, CC. NEWBOLD 

W. H. Newbold’s Son & Co., 

Philadelphia 
TAYLOR, EATON 

Dean Witter & Co., San Francisco 
TAYLOR, HOWARD L. 

Taylor & Co., Beverly Hills 
TEGELER, JEROME F.* 

Dempsey-Tegeler & Co., St. Louis 
TERRELL, ALLEN M. 

Girard Trust Corn £xchange Bank, 

Philadelphia 
THACKARA, CHARLES V.* 

LEyrne & Phelps, New York 
THAYER, ROBERT L. 

Lehmzn Brothers, New York 
THEIS, HARBY* 

Albert Theis & Sons, St. Louis 
THOMAS, JOSEPH A.* 

Lehman Brothers, New York 
THORNTON, Jr., J. MILLS 

Thernton, Mohr & Co., Montgomery 
TINDALL, JULIAN W.* 

J. W. Tindall & Co., Atlanie 
TOMASKC, ANTHONY E.* 

Thomas & Co., Pittsburgs 
TORO, ROBERTO de J. 

Government Development Bank, 

Puerto Rico 


NORTH DAKOTA 
SOUTH DAKOTA 


MUNICIPAL AND STATE BONDS 





TWIN CITY STOCKS 





ALLISON- WILLIAMS COMPANY 


MINNEAPOLIS, 


Phone: ATlantic 3475 


MINNESOTA 
TWX MP 163 


YUMMY MMU YY YoY oYorMaoeey 











INVESTMENT DEPARTMENT 


FIRST NATIONAL BANK 
OF MINNEAPOLIS 





veee tees 


Specialists in state and municipal bonds of 
Minnesota, North Dakota and South Dakota, 
and U. S. Government bonds 
os 
TELETYPE — MP 178 








KALMAN & COMPANY, INC. 


MEMBERS MIDWEST STOCK EXCHANGE 


UNDERWRITERS & DISTRIBUTORS 
CORPORATE & MUNICIPAL SECURITIES 


McKNIGHT BUILDING 
MINNEAPOLIS 1, MINN. 
TELETYPE— 


> MP 120 


_ ENDICOTT BLDG. 
ST. PAUL 1, MINN. 


TELETYPES— 
ST P 93 «Corporate De ) 
ST P 117 (Municipal Dept. 








TORREY, ARTHUR 58.* 
W. C. Pitfield & Co., 
TOWBIN, BELMONT* 
Cc. E. Unterberg & Co., New York 
TOWNSEND, WIAIAM H. P.* 
E. W. Clark & Co., Philadelphia 
TREUHOLD, EUGENE* 
L. F. Rothschild & Co., New York 
TRIGGER, RAYMOND* 


Montreal 


Investment Dealers’ Digest, New York 


TROST, MELTON 8.* 

Stein Bros. & Boyce, Louisville 
TRUBEE, fr., FRANK C. 

Trubee, Colling & Co., 
TSCHUDY, ABNOLD* 

Bank of America, N. T. & 8S. A., 

New York 
TSOLAINOS, &. P.* 

Baker, Weeks & Harden, New York 
TURBEN, CLAUDE F. 

Merrill, Turben & Co., Cleveland 
TURNER, ARTHUR C.* 

New York Hanseatic Corporation, 

New York 
UFPFORD, BENEY M. 

Czulvin Bullock, Atlanta 
ULEERY, L. E.* 

Chase National Benk, New York 
UNDERHILL, ARTHUR J. C. 

Athur Wiesenberger & Co., New York 
VALENTINE, KIMBALL* 

Vance, Sanders & Ce., Boston 
VAN CAMP, OWEN V. 

First Security Company, Chicago 
VAN HOUTEN, RICHARD C.* 

Heller, Bruce & Co., Ban Francisco 
VANDERPOOL, ROBERT P.* 

Chicago Sun-Times, Chicago 
VAN SLYCK, MIKE 

Journal of Commerce, New — 
VARNEDOE, SAMUEL L.* 


Buffalo 


Varnedoe, Chisholm & Co., Semmens able future. 


VIVO, SALVADOR 
Government Development Bank, 
Puerto Rico 
von GLAHN, THEODORE A.* 
Salomon Bros. & Hutzler, New York 
VOYSEL, FRANK E.* 
Kidder, Peabody & Co., Chicago 
VRTIS, CHARLES S58.* 
Glore, Forgan & Co., Chicago 
WADSWORTH, ARTHUR L.* 
Dillon, Read & Co., New York 


WALBERT, RICHARD B. 


Lehman Brothers, Chicago 


WALDMAN, GEORGE R. 
Mercantile Trust Company, New York 
WALKER, CLIFTON P. 


Paul H. Devis & Co., 


WALLACE, DARNALL* 
Bache & Co., New York 


WALTERS, H. L.* 


Chicago 


PFidelity-Philadelphia Trust Company, 


Philadelphia 
WANDERS, GEORGE* 

The Bond Euyer, New York 
WARD, JAMES C. 

Third National Bank, Nashville 
WARREN, ROBERT H.* 

Geyer & Co., Incorporated, New York 
WATERFIELD, CHARLES W.* 

First American National Bank, 

Nashville 
WASHBURNE, HEMPSTEAD 

Harris, Hall & Co., Chicago 
WASSERMAN, JOHN* 

Asie] & Co., New York 
WATLING, PALMER 

Watling, Lerchen & Co., Detroit 
WEBB, EDWARD G. 

Scott, Horner & Mason, Lynchburg 
WEBSTER, BYRON G.* 


Merrill Lynch, Pierce, Fenner & Beane. 


Chicago 
WEED, Jr., WALTER H. 

Union Securities Corporation, 

New York 
WEEDON, SIDNEY L.* 

Hugh W. Long & Co., Elizabeth 
WEHRHEIM, ROBERT V.* 

Philadelphia National Bank, 

Philadelphia 
WELDON, D. B. 

Midlend Securities Corp., London 
WELLES, RUSSELL 

The Hanover Bank, New York 
WENDT, GEORGE B. 

First National Bank, Chicago 
WERLY, CHARLES M.* 

Putnam FPund Distributers, Boston 
WERNER, CHARLES S8.* 

Wertheim & Co., New York 
WEST, GERALD B. 

Stone & Webster Securities Corp., 

New York 
WETZEL, W. ENOS 

W. E. Wetzel & Co., 
WHIPPLE, JAY N.* 

Bacon, Whipple & Co., Chicago 
WHITBECK, BRAINERD H.+ 

First Boston Corporation. New York 
WHITCOMB, STEPHEN 

Eaton & Howard, Boston 
WHITE, CHARLES B.* 

Chas. B. White & Co., Houston 
WHITE, KELTON E.* 

G. H. Walker & Co., St. Louis 
WHITESIDE, THOMAS 

Chace, Whiteside, West & Winslow, 

Boston 


WHITNEY, Jr., LEWES J. 


Trenton 


Dempsey-Tegeler & Co., Los Angeles 


WIESENBERGER, ARTHUR* 


Arthur Wiesenberger & Co., New York 


WILBUR, LeROY A. 

Stein Bros. & Boyce, Baltimore 
WILHIDE, CLAUDE W.* 

Baker, Watts & Co., Baltimore 
WILLIAMS, BENJAMIN D 

W. E. Hutton & Co., ow York 


» EMIL C. 
A. M. Kidder & Co., New York 


The Commercial and Financial Chronicle. 


WILLIAMSON, JOHN D.* 
Dittmar & Co., Sen Antonio 
WHASON, 0. WARREN 
Union Securities Corpora‘io 
New York 
WILSON, WALTER W. 
Morgan Stanley & Co.. New York 
WINSOR, III, JAMES D.* 
Biddle, Whelen & Co., Ph 
WINTERS, EDWARD G. 
Bacon, Whipple & Cv.. 
WISE, JOSEPH B. 
Weeden & Co., New York 


WOLFF, JAMES W. 
Zuckerman, Smith & Co. 


wooD, C. M. 
Savard, Hodgson & Co., Montreal 


ace. Dia 


New York 


New York 


.. Thursday, December 18, 1952 


WOOD, DAVID M.* 
Wood, King & Dawson, New York 


WOODARD, LAWRENCE B. 
Woodard-Elwood & Co., Minneapolis 


WOODS, RICHARD A. 
Merrill Lynch, Pierce, Fenner & Beane, 
New York 
WORK, ROBERI M. 
Salomon Bros. & Hutzler, Chicago 
WRONG, H. HUME* 
Canadian Ambassador te the U. S., 
Washington 


WULPERN, EDWARD B.+ . 
R. S. Dickson & Co., Charlotte 

YOUMANS, PAUL E£. ; 
Busworth, Sullivan & Co., Denver 
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High Taxes Depleting — 


Corporate Working Capital 


tion in relation to increased out- 
put and sales was only 2.8¢ for 
each dollar of sales compared with 
45¢ in 1939. Also the pretax 
profit in 1951 was equal to 61% 
of net plant value. -.versus only 
18% ain 1939. 

Nor may this higher replace- 
ment cost become an acute prob- 
lem in the immediately foresee- 
Plant construction 
has -beem and is still running at 
<ggeehnigh level that by the mid- 

die-oP next year the overall phys- 
ical capacity of our manufactur- 
ing industry will be more than 
twice what it was in 1939. Barring 
unexpected armament or other 
demands, financing for further 
plant expansion or replacement 
is unlikély to continue much 
longer at the present abnormal 
level excepting in a few instances 
—and excepting the public util- 
ity industry which, as already 
mentioned, is entirely excluded 
from the comparisons I have 
made. Any marked falling off in 
demand fer manufactured prod- 
ucts will .prompt the investor to 
look with a critical eye on the 
financing of additional plant ca- 
pacity. The burden of proof that 
such additions or replacements 
ere necessary or will be profit- 
able, will be strictly up to the 
corporation. 

Turning now from the subject 
of taxes and plants and facilities 
to current assets and the cash posi- 
tion of our manufacturing corpo- 
rations, we find a rather different 
picture. 


The current ratio since 1939 has 
fallen from 4.4 to 2.3. It is true 
that cash equivalent — in which 
term are included Government 
bonds even though set aside for 
future tax payment—has risen al-: 
most 250% since 1939 and, at first 
glanee, does not seem to be in- 
adequate. However. compared 
with the prewar period. cash is 
down in relation to sales and also 
down in relation to current liabili- 
ties. A disturbing change in the 
cash position is discovered if, both 
for 1939 and 1951, the amount of 
tax liability is deducted from 
holdings ef cash and government 
bonds. We then find ‘that the re- 
maining net amount of cash and 
equivalent, which is free from 
what may be éalled a tax lien, 
is actually — and not only rela- 
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tively—less than it was in 1939; 
and further, that it is now 

2.5% ef annual sales compared 
with a corresponding percentage 
of 14.2% in 1989. On this relative 
basis “free” cash, in relation fo 
inventories, is less t 4 ryan 
of what it was in 1 e teeeey 
lation to equity it is only icenbay 
one-third and one-half of what 
it was in 1939. 

While the cash flowing into 
our industrial corporations’ treas= 
ury via annual depreciation and 
aecelerated depreciation is now 
almost three times what it was 
prewar, yet even this increase in 
the cash flow has obviously been 
inadequate to maintain a cash 
position anywhere near as strong 
as that maintained in 1939. 

Any further increase in sales, 
resulting from newly constructed 
plants getting into operation over 
the next few months, together 
with the effect of the Mills Bil, 
will accentuate the cash problem 
for those companies which have 
concentrated their attention on 
plant financing without corre- 
sponding attention on their cash 
position. 

Sometime later in 1953 or 1954 
upon the step-by-step and indus- 
try-by-industry completion of our 
rearmament program as now laid 
out, problems of transition from 
our present economy to a differ- 
ent and not yet clearly foresee- 
able state of affairs will arise. I 
do not have in mind primarily a 
possible decline in the unit price 
level of manufactured goods, 
which is materially affected by 
the cost of labor, with the latter 
in turn, not a very flexible cost 
component on the down-side. 
What I have in mind in speaking 
of our prevailing economy are 
such things as the present ab- 
normal velocity of business, with 
sales volume in relation to net 
plant value being 2% times what 
it was in 1939; pretax profits 
(which are inevitably pushed up 
by high taxes and must include a 
heavy tax burden) running at a 
rate equal to about 61% of net 
plant value; tax rates running up 
to 70% of pretax profits and cor- 
porate tax liability equal to some 
80% of the cash and government 
bonds in the corporations’ treas- 
ury. No corporation can afford to 
overlook the leverage, or leverage 
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in reverse, inherent in some of 
these high percentages. 

Whatever a period of transition 
may bring next year or the year 
after, working capital and cash 
resources will play an unusually 
important role. Those foresighted 
corporations which are placing 
themselves in a strong liquid posi- 
tion will not only do the right 
thing by themselves, their em- 
ployees and the investing public, 
but they will also render a signif- 
icant service toward the protec- 
tion and soundness of our private 
enterprise system. 

Respectfully submitted, 
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Shall We Have 





goods is easing up, the underde- 
veloped countries are finding it 
increasingly difficult to pay for 
them,” he added. 

Senator Angel Maria Cusano of 
Uruguay said his country also 
needed “the security of just prices, 
without maneuvers of disquieting 
fluctuations, in the markets of the 
world.” 

Gonzalo J. Facio of Costa Rica, 
disturbed by efforts to control the 
price of coffee im the United 
States, said that what was needed 
was not price ceilings to defend 
the consumer in rich countries but 
price floors to protect the pro- 
ducer in the poorer countries. 

Earlier in the debate Dr. Cesar 
A. Bunge of Argentina proposed 
that the industrialized countries 
take action to maintain the world 
prices of primary commodities: . 

Dr. Bunge referred to the wool 
situation. “When the price of wool 
was run up by producers because 
of United States rearmament, the 
United States shifted to. wool sub- 
stitutes and the price cracked,” 
Dr. Bunge said. He added that he 
did not wish to appear to be 
standing in the way of, technolog- 
ical advance, but he thought the 
United States should take into ac- 
count the interests of less devel- 
oped countries before making such 
a shift. 

The significance of-these~com- 
plaints is, in the first place, the 
request that we subsidize-Europe, 
Asia, Africa and Latin America 
by way of supporting—stabilizing, 
as they like to call it—the prices 
of their crude materials. 

More important is a second im- 
plication: that all those countries 
expect further 
market prices unless we step in in 
a big way. The New York 
“Times,” from which the above 
report is taken, hastened’ to add: 
“; . it is understood that the 
United States is willing to nego- 
tiate agreements on particular 
commodities but bars any effort 
to introduce the parity principle 
on a world scale as unworkable 
and unrealistic.” 


The Pattern of Prices 


The sharp setback of commodity 
prices that began in February, 
1951, seemed to have spent its 
force by last fall. With armaments 
getting in gear, a resurgence of 
demand could be, and has been, 
widely expected, especially also 
by public authorities whose eco- 
nomic and financial policies were 
misguided accordingly. Indeed, no 
major “breaks” of the _ inter- 
national price level have occurred 
since; but instead of recovering, 
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declining world 


Global Parity Prices? 


prices kept slipping, notwith- 
standing short-lived interruptions 
of the downward trend. The Dow- 
Jones index of “sensitive” spot 
prices that skyrocketed by about 
56%, from 144 to 225, in the first 
eight months after hell broke 
loose in Korea, fell precipitously 
to less than 183 by Sept. 19, 1951. 
Then, it rose about 5% to the end 
of last year, but soon started 
skidding again. Lately, it lingers 
around 175, a modest 30 points or 
so above where it stood before 
Korea—when staple prices were 
already boosted by devaluations, 
stockpiling policies, and other ar- 
tifices. 

Unless something entirely un- 
predictable occurs, the  post- 
Korean commodity boom should 
soon be wiped out. This is re- 
markable for more than one 
reason. Visible inventories have 
not been substantially liquidated 
in this country; their reduction in 
Europe must. be largely offset by 
accumulations in the countries of 
origin. The decline this year, as 
against the previous, in consumer 


demand was one reason for falling 


crude material prices without, 
however, greatly affecting the 
physical volume that has been ab- 
sorbed (excepting fibers). And, of 
course, these 20 months of dete- 
riorating prices coincided with the 
most voluminous arms build-up 
in peacetime history, a process 
that should have sufficed to check 
the unrelenting downward trend 
of staples. Their break in 1951 
could be explained as a reaction 
to the preceding excesses of 
speculation, but not their softness 
‘throughout the current year. This 
continued weakness is indicative 
of profound changes in the funda- 
mental supply-demand relation- 
ships. 


From shortages to surpluses — 
is the global picture. It applies 
actually or potentially to all com- 
modities with the irrelevant ex- 
ception of a few metals, nickel 
being the most important one in 
quantitative terms.! If some prices 
hold steady, it is due to special 
reasons. Steel, aluminum and 
petroleum are not in over-supply 
as yet; but their markets may be 
glutted by next spring or before. 
Sugar is supported on the open 
market by Cuba keeping its sur- 
pluses under lock. Tin profits 
temporarily by the nationalization 
of the Bolivian mines. Their out- 
put, about 20% of the world pro- 
duction, is expected to dry up; 
yet there is no fear of tin short- 
age, given the excess capacity of 
other producers. Major farm crop 
prices are bolstered by devious 
controls and subsidies. If hides 
have recovered lately to a mod- 
erate extent, that is so because 
they had plunged out of propor- 
tion to the general trend. The re- 
cent advance of lead by 0.50c in 
New York is of doubtful duration 
if only because of the ample zinc 
supply on hand and in view of the 
weakness of the newly opened free 
lead market in London; Chile’s 
attempt to rig the copper market 
(with U. S. support) is bound to 
fail since the strike in the North- 
ern Rhodesian mines ended. 


What stands out are the facts: 
that industrial consumers refrain 
jrom “speculative” purchases, 
buying in a hand-to-mouth fash- 
ion; that professional speculators 
are conspicuous by their reluc- 
tance to commit themselves; and 
the producers, instead of holding 
back, are anxious to unload. 
Buyers’ markets predominate, and 
more of the same is expected in 
nearly every “uncontrolled” area 


1As it appears presently, even nickel 
may soon be in the over-supplied cate- 
gory. 





of farm, plantation and mining 
production. 


Stockpiling 


One reason is the slowing down, 
if not the virtual cessation, of of- 
ficial stockpiling. (American re- 
fusal in February, 1951, to keep 
buying tin and natural rubber at 
fantastic prices rked the com- 
modity slump.) irony of the 
situation is that the reluctance of 
the governments to add to their 
reserves of materials helps to cre- 
ate surpluses; the amp of 


supplies in turn dampens the in- 
terest in stockpiling. 

In Europe, purchases for stock- 
piling have been almost stopped 
and are not supposed to be re- 
started in the face of the dollar- 
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shortage. Actually, the British 
have sold some foodstuffs from 
om pte =k On this side, 

e mid-year an- 
ae er 
1952, $2.566 billion, one-half of 
the appropriation, had been spent.” 
Of the rest, over $1 billion is 
committed already, leaving little 
consolation to the outer world by 
the promise of the Munitions 
Board that it will accelerate its 
“selective” purchases, meaning the 
29 products still on the critical 
list, while on 27 others little 
money will be spent from here 
on, and the remaining 48 “pro- 
grams” are to undergo a renewed 
scrutiny. (But $1 billion worth of 
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cemplicated machine tools are to 
be budgeted next year.) As the 
markets relax, so do the stock- 
Piling agencies—which are most 
mamxious to buy when prices are 
high. And the subsiding fear of 
war affects the authorities: the 
Ktalians, who first invested 82.5 
billion lire in stockpiles (45% in 
wheat), lately have begun to 
Mquidate some of them. 

The route of official inventories 
eutside the stockpiles is even 
znore conspicuous, as in the case of 


WwW. S. tin holdings, to say nothing 


Global Parity Prices? 


of the. “chickens” hatched by 


British bulk-buying. 


The Demand Side 


A second factor is the “reces- 
sion” in consumer demand. Mild 
as it may be, the fact is that the 
postwar pent-up demand has been 
pretty much satisfied along major 
lines of durables, and a fresh in- 
flationary outburst does not seem 
to be in the cards. Short of that, 
the best the markets can antici- 
pate is a sort of stability of sales 
volumes, possibly bolstered by the 
accelerated growth of population. 
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The worst would be an appreci- 
able 20% to 30% decline, next 
year and thereafter, in automobile 
sales, dwelling construction, etc. 
In any case, there is little pros- 
pect on the immediate consumer 
goods horizon that would promise 
an outlet for a greatly increased 
output of crude materials. But the 
problem is just that: what will 
happen in view of the huge ex- 
pansion of productive capacities? 

Nor will the problem be eased 
by the military demand. Govern- 
ment spending for war prepara- 
tions is not likely to be reduced 
more than fractionally, but it is 
still less likely to rise appreciably 
—even if the Korean adventure 
should be stepped up (and the 
Republicans are anxious not to 
step too hard). Arms aid to Chiang 
and to Japan may come largely 
out of the same $6.9 billion total 
as this year, cutting the aid to 
Europe. 

Whether or not the armament 
program is approaching its peak 
—it is not likely to reach it next 
year—this much is certain: it has 
been and is being stretched. The 
raw material markets register this 
fact with dismay. 


Overgrown Capacities 

The hard core of the problem 
is, however, on the supply side: 
the tremendous expansion of pro- 
ductive capacities. It began with 
monopolistic international cartels 
and futile buffer stocks of the 
1930’s. Wartime and postwar in- 
flations created such a mighty 
impetus toward expansion that by 
1949-50 commodity prices were 
visibly heading toward a show- 
down, Instead, the Korean boom 
set in and brought the dilation 
process to an unprecedented 
climax. 

The story of the outgoing Ad- 
ministration’s “management” of 
the world’s commodity economy, 
with the resultant impending 
crisis, would fill three volumes— 
the size of the much-advertised 
Paley Report, which stated ver- 
batim: 


“The report of the President’s 
Materials Policy Commission .. . 
has as its central task an exam- 
ination of the adequacy of ma- 
terials to meet the needs of the 
free world in the years ahead. In 
area after area we encounter 
soaring demands, shrinking re- 
sources, the consequent pressure 
toward rising real costs, the risk 
of wartime shortages, the strong 
possibility of an arrest or decline 
in the standard of living we 
cherish and hope to share.” (Italics 
ours.) 


When the Report appeared last 
May, signed by four “big” busi- 
ness leaders, the floor under raw 
material prices had been sinking 
for over a year. Yet, it argued 
that we are heading for scarcities 
and high prices and that large- 
scale stockpiling is the answer. 


Which goes to show what happens 
to business leaders when they get 
themselves involved with the 
bureaucrats who, of course, carry 
a couple of chips on their shoul- 
ders. They ask for more regula- 
tions and restrictions, for inter- 
national arrangements about com- 
modities to fashion new cloaks 
for foreign aid, above all: for the 
postponement of the day of 
reckoning that must follow the 
reckless expansion—by bringing 
about more expansion. The Report 
justified this policy by fantastic 
figures about future raw material 
consumption and by dire forecasts 
about the threatening exhaustion 
of our resources. Its thesis is 
summed up in this sentence: 
“The nature of the problem can 
perhaps be successfully oversim- 
plified by saying that the con- 
sumption of almost all materials 





is expanding at compound rates 
and is thus pressing harder and 
harder against resources which, 
whatever else they may. be doing, 
are not similarly expanding.” 

This primitive rehash of the dis- 
credited Malthusian theory is il- 
lustrated by the Report’s worries 
about the alleged exhaustion of 
our oil resources, while the Petro- 
leum Institute has just come out 
with the statement that for every 
barrel of petroleum they take out 
of the ground, two barrels are 
being developed. 


Mineral oils and natural gas are 
characteristic of what is going on. 
The glut of their markets hinges 
more on the establishment of 
pipelines than on anything else, 
and the pipelines are coming in 
fast. Under American leadership, 
aid, inducement and actural pres- 
sure, a world-wide exploration, 
opening up, mechanization and 
extension along virtually all basic 
commodity lines have taken place. 
Technological progress may be 
slower in rural and mining pro- 
duction than in manufacturing; at 
any rate, exploration and develop- 
ment take time. But we are begin- 
ning to reap the fruits of the poli- 
cies that received their final mo- 
mentum two years ago. The result 
is a far more rapid rise in the out- 
put of major commodities than in 
the effective (paying) demand for 
them. Nothing short of a major in- 
crease in armament expenditures 
can provide employment for the 
20-million-ton additional steel 
capacity which this country will 
have reached by the end of 1953, 
plus the proportionately growing 
European capacity, with both Bri- 
tain and Germany reaching new 
heights of basic steel production, 


and large-seale modern mills com- 
ing- into at such remote 
olta Redonda in Brazil 
and Huachipato in Chile. Farm 
mechanization and the growing 
use of fertilizers do their share— 
in that respect as in many others 
our own Marshall plans and Point 
Four programs having provided 
the lubricant. That synthetics are 
cutting deep into the markets of 
such significant materials as 
fibers, hides, detergents, natural 
rubber, etc., and promise more of 
the same, needs no elaboration. 


Presently, some commodities 
show signs of fresh buoyancy, as 
most of them did at this time last 
year. But if cotton and wool have 


lately gained price-wise, it is be- 
cause of the seasonal upsurge of 


demand for their end-products. 
Crop variations are another factor. 


But there is no indication that 
the moderate upturn would be 
more than seasonal — that the 
American public is ready for an- 
other buying spree. In fact, so far, 
the recovery is less extensive and 
less intensive than its counterpart 
was in the same season a year 
ago. In spite of his unparalleled 
liquid holdings, and in the face 
of virtually unrestrained credit 
facilities, the average American 
family is not bent on indiscrimi- 
nate “consumption.” Very wisely, 
it prefers to strengthen its savings. 
The rest of the Western world 
either acts in the same manner, 
or is forced by poverty and gov- 
ernmental restrictions to keep 
down its living standards. It would 
take another Marshall Plan to 
change the picture—at the price 


of foregoing all Republican econ-' ' 


omy-promises (which, if kept 
even fractionally, must add to the 
“deflationary” pressure). 
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The Investment Bankers 
Association of America Holds 
4lst Annual Convention 


full text, also most of the Com- 
mittee Reports are given in this 
issue of the “Chronicle,” starting 
on page 17.) 


Boles Calis for Sounder 
Federal Debt Structure 


After the adjournment of the 
Convention, Ewing T. Boles, newly 
elected IBA President, on Dec. 7 
issued the following statement re- 
lating to Government fiscal policy 
and debt refunding: 


“I would like to reiterate and 
emphasize some of the more sali- 
ent points made in the Govern- 
mental Securities Committee re- 
port. (Full text on page 31.—Ed.) 

“At this Convention a year ago 
the Investment Bankers Associa- 
tion adopted a resolution strongly 
supporting the maintenance of an 
independent Federal Reserve Sys- 
tem, free of influence from the 


Executive branch of government 
and free to pursue its statutory 
responsibilities in the field of 
money and credit. It is encourag- 
ing to note that the 1952 Republi- 
can platform included a plank 
which also supported the inde- 
pendence of the Federal Reserve 
System. 


“The Association commends the 
Federal Reserve System for the 
objective manner in which it has 
carried out its responsibilities dur- 
ing the past 20 months. The resto- 
ration of orthodox credit policies 
has been significantly successful 
in arresting monetization of the 
debt and further dangerous ex- 
pansion of credit. 

“It must be recognized, however, 
that monetary policy alone can- 
not be wholly effective in dealing 
with the problems of inflation 
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that arise from other than mone- 
tary causes. Debt management and 
fiscal policies are also major 
weapons in attacking the inflation 
menace. If properly coordinated 
with a sound Federal Reserve pol- 
icy, debt management and fiscal 
policy can contribute greatly to 
the economic health of the coun- 


- 


ry. 

“It consistently has been the 
view of the Governmental Securi- 
ties Committee of this Association 
that the debt management policies 
of the postwar period have failed 
to take into account the need for 
obtaining a properly balanced debt 
structure. The results of this pol- 
icy are all too obvious. At the 
end of this year $57 billion, or 
39% of the marketable debt will 
have a maturity of less than one 
year, $38 billion, or 25% more 
will mature within five years—a 
total of almost 65% of the market- 
able debt maturing within five 
years. In addition to these actual 
maturities, approximately $65 bil- 
lion of non-marketable debt is 
payable on demand. The imbal- 
ance in the debt is further pointed 
up by the fact that there will be 
no marketable bonds outstanding 
at the end of this year with an 
ultimate maturity in excess of 
26 years. 

“The Investment Bankers - 
ciation, through its Governmental 
Securities Committee, repeatedly 
has recommended to the Treasury 
that steps be initiated looking 
toward the funding of a proper 
proportion of the floating debt. 
Such a preponderant overweight- 
ing of the debt in short maturities 
has distinct disadvantages. First, 
it involves the necessity of almost 
continuous rolling over with the 
attendant cost and usual attrition; 
second, during a period of danger- 
ous international tensions, it seri- 
ously impairs Treasury flexibility 
which easily could be aggravated 
by the increasingly large amounts 
of actual maturities of Series E, 
F and G bonds; and, finally, the 
ry to enter the 
market frequently for refundings 
has materially restricted the Fed- 
eral Reserve System in discharg- 
ing its responsibilities in the area 
of credit control. 

“So long as we face at least 
some danger of further inflation 
and the need for deficit financing, 
it would seem prudent to place as 
much of the debt.as possible out- 
side the banking system. The 
present unwieldy floating and re- 
deemable debt unquestionably 
represents a problem, but I be- 
lieve that progress can and will be 
made during the coming year to- 
ward achieving a sounder debt 
structure. The Investment Bank- 
ers Association believes that any 
new cash requirements of the 
Treasury should be raised to the 
fullest extent possible outside the 
banking system, and preferably 
through the sale of longer term, 
fully marketable issues. 

“The Investment Bankers Asso- 
ciation: is anxious to cooperate 
with the Treasury in the develop- 
ment of a long range management 
program calculated to best serve 
the needs of the Treasury, the in- 
vestor and the entire economy. It 
is desirous of making available to 
the Treasury its facilities to aid in 
the distribution and placement of 
securities designed for these pur- 
poses, particularly in the area of 
distributing securities to private 


investors.” 
te % te 


Membership and Finance 
Reports 
The Membership Committee re- 
ported to the Convention that as 
of Nov. 30, 1952, the Association 
had 767 members, classified as 


follows: 
TE 67 
Ce mec cL. 67 
ES 9 a AE 123 
Class D...i.-.--+ 254 
. > ee. 256 
Toteleus.....-. 767 


In addition there were 1,026 
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The IBA of America Holds 
41st Annual Convention 


registered branch offices of mem- 
bers. These totals compare with 
755 members and 957 registered 
branch offices on Nov. 30, 1951. 


Report on Finances 

Charles R. Perrigo, of Horn- 
blower & Weeks, Chicago, Chair- 
man of IBA Finance Committee, 
presented the 
balance sheet 
of the Asso- 
ciation as of 
Oct. 31, along 
with the in- 
come and ex- 
pense state- 
ment covering 
the first 10 
months of 
1952, along 
with an ex- 
hibit showing 
the details on 
purchases and 
sales of secu- 
rities during 
this period. The Committee’s es- 
timates for the full year based 
on the figures for the first 10 


months indicate income of $232,- 
218 and expenses of $214,545, thus 
providing an operating profit of 
$17,673. From the figures, income 
for the first 10 months totaled 





Charles R. Perrigo 


$217,443 and expenses (exclusive 
of convention expenses to be 
covered by convention receipts 
after Oct. 31) were $182,905, leav- 
ing an operating profit of $34,533. 
However, the Committee noted, 
expenses for the remainder of the 
year will exceed income by a con- 
siderable amount, thus reducing 
the operating profit to the esti- 
mated $17,673 indicated above. 


Education Committee Report 


The IBA Education Committee, 
which has been merged with the 
Public Education Committee, de- 
livered its Annual Report to the 
Convention on 
Dec. 4. In the 
report,the 
Committee, 
whose chair- 
man is Nor- 
man Smith of 
Merrill Lynch, 
Pierce, Fenner 
& Beane, New 
York City, 
stated that 
1952 “has been 
a busy year” 
in various cat- 
egories of in- 
vestment ed- 
ucation, and 
the major project, the film, 
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The 


portunity, U. S. A.,” is meeting 


with a high degree of success, 
though it has not ye: attained its 
maximum possible cistribution. 

The Committee reported that +t 
has cooperated vith other organi- 
zations in a variety of projects in 
the public interest: American 
Heritage Foundation Register- 
and-Vote Campaign; Production 
for Freedom spunsored by the 
Electric Utility Industry with the 
support of the United States 
Chamber of Commerce; National 
Thrift Week sponsored by the Na- 
tional Thrift Committee, Inc.; and 
Invest-in-America Week spon- 
sored by the Invest in America 
Committee. These organizations in 
turn reciprocate. 

Concerning the proposed Gradu- 
ate School of Investment Banking, 
patterned after the Rutgers Grad- 
uate School of Banking main- 
tained by the American Bankers 
Association, the Committee rec- 
ommended that “we complete ar- 
rangements with the Wharton 
School for a program leading to 
a certificate of achievement of- 
fered jointly by the IBA and the 
Wharton School. The registrant 
under this program would attend 
the Seminar for one week each 
Spring for three years—the first 
session to be held during the week 
beginning March 29, 1953. Class- 
room work would be _ supple- 
mented by required reading and 
by the solution of selected prob- 
lems in the interim periods. The 


annual registration fee for the 
program, including meals and 
hotel housing would be only 


slightly higher than the $165 fee 
for the 1952 refresher course... . 
This Graduate School, the Com- 
mittee noted, would provide an 
integrated course of study for the 
prospective investment banking 
executive. It would prove of last- 
ing benefit to the individual and 
to his firm.” 


Next Convention 


At the conclusion of the regular 
sessions of the Convention, the 
Association’s board of governors 
voted to return to the Hollywood 
Beach Hotel for the 42nd annual 
convention in 1953. The dates set 
are Nov. 29 to Dec. 4. 


GROUP GOVERNORS 


The following have been elected 
by their respective Groups to 
serve as governors of the Associa- 
tion for three-year terms begin- 
ning at the close of the 1952 Con- 
vention: 

California 


William S. Hughes, Wegenseller 
& Durst, Inc., Los Angeles. 


Canadian 


Arthur S. Torrey, W. C. Pitfield 
& Company, Limited, Montreal. 


Central States 
Robert G. Mead, Stone & Web- 
ster Securities Corporation, Chi- 
cago. 
Charles S. Vrtis, Glore, Furgan 
& Co., Chicago. 


Mississippi Valley 
Garfield J. Taussig, Taussig, 
Day & Company, Inc., St. Louis. 


New England 


Forrester A. Clark, H. C. Wain- 
wright & Co., Boston. 


New York 

Walter F. Blaine, 
Sachs & Co., New York. 
Hugh Bullock, Calvin Bullock, 
New York. 


Goldman, 


Commercial and Financial Chronicle... 


Pacific Northwest 
Henry J Zilka, Conrad, Bruce 
ér Co., Portland. 
Rocky Mountain 


Paul E. Youmans. Bosworth, Sul- 
livan & Company, Inc., Denver. 


Western Pennsylvania 


Nathan K. Parker, Kay, Richards 
& Company, Pittsburgh. 


NATIONAL COMMITTEE 
CHAIRMEN 
The following Natior.al Com- 
mittee Chairmen were named for 
the year 1952-53: 


Aviation Securities: Hugh 
Knowlton, Kuhn, Loeb & Co., New 
York. 


Conference: Laurence M. Marks, 
Laurence M. Marks & Co., New 
York. 


Education: Norman Smith, Mer- 
rill Lynch, Pierce, Fenner & 
Beane, New York. 


Federal Legislation: William K. 
Barclay, Jr., Stein Bros. & Boyce, 
Philadelphia. 


Federal Taxation: James M. 
Hutton, Jr.. W. E. Hutton & Co., 
Cincinnati. 

Finance: Charles R. Perrigo, 


Hornblower & Weeks, Chicago. 


Governmental Securities: Robert 
H. Craft, Guaranty Trust Com- 
pany of New York, New York. 


Group Chairmen’s: Andrew M. 


Baird, A. G. Becker & Co., In- 
corporated, Chicago. 
Industrial Securities: Claude F. 


Turben, Merrill, Turben & Co., 


Cleveland. 
Investment Companies: Robert 
L. Osgood, Vance, Sanders & 


Company, Boston. 


Membership: Robert L. Harter, 
Sutro & Co., San Francisco. 


Municipal Securities: A. Webster 
Dougherty. A. Webster Dougherty 
& Co., Philadelphia. 


Oil and Natural Gas Securities: 
Francis Kernan, White, Weld & 
Co., New York. 


Public Service Securities: War- 
ren H. Crowell, Crowell, Weedon 
& Co., Los Angeles. 


Railread Securities: Charles L. 
Bergmann, R. W. Pressprich & 
Co., New York. 


Research and Statistics: W. Yost 
Fulton, Fulton, Reid & Co., Cleve- 
land. 


State Legislation: Paul L. Mul- 
laney, Mullaney, Wells & Com- 
pany, Chicago. 


Stock Exchange Relations: 
James F. Burns, Jr., Harris, Up- 
ham & Co., New York. 
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GROUP CHAIRMEN 
The following have been electéu 
by their respective groups to serve 
as Group Chairmen for the year 
1952-53: 
California 


Eaton Taylor, Dean Witter & 
Co., San Francisco. 


Canadian 


Arthur O. Torrey, W. C. Pit- 
field Co., Ltd., Montreal. 


Central States 


Lee H. Ostrander, William Blair 
& Company, Chicago. 


Eastern Pennsylvania 


Robert G. Rowe, Stroud & Com- 
pany, Incorporated, Philadelphia 


Michigan 
Alonzo C. Allen, Blyth & Co, 
Inc., Detroit. 
Minnesota 


Wilbur W. Wittenberg, Blyth & 
Co., Inc., Minneapolis. 


Mississippi Valley 


W. Guy Redman, A. G. pesegons 9 
& Sons, St. Louis. 


New England 


Albert Pratt, Paine. 


Webber, 
Jackson & Curtis, Boston. 


New York 


William M. Rex, Clark, Dodge 
& Co., New York. 


Northern Ohio 


John Hay, Merrill, Turben & 
Co., Cleveland. 


Ohio Valley ; 


Thomas J. Reis, Seasongood ,&, 


Mayer, Cincinnati. 


Pacific Northwest | i 


Albert O. Foster, Foster & Mar+ 
shall, Seattle. " 


Rocky Mountain ' 


Alexander. W. Forsyth; Calvin 
Bullock, Denver. 


Southeastern ; 


Jcehn C. Hagan, Jr., Mason- 
Hagan, Inc., Richmond. 


Southern 
H. Wilson Arnold, Arnold & 
Crane, New Orleans. 


Southwestern 


Harry Beecroft, Beecroft, Cole 
& Company, Topeka. 
Texas 


John D. Williamson, Dittmar & 
Company, San Antonio. 


Western Pennsylvania 
Charles N. Fisher, Singer, Deane 
& Scribner. 
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Our Reporter on Governments 


—--- 


By JOHN T. CHIPPENDALE, JR. 


The government market is go- 
ing through the usual year-end 
operations, which means that 
owners of these securities are 
moving from one obligation into 
another in order to obtain certain 
benefits. This has resulted in 
somew hat enlarged volume and 
activity although it has not 
brought about a broad and wide 
trading market. Switches are fol- 
lowing the usual pattern, from 
longs to shorts and vice-versa, 
although there now. seems to be 
a more definite tendency to 
switch from ‘shorts to longs. This 
has been instrumental in improv- 
ing the tone of the higher coupon 
obligations. 


The short-term market is still 
on the defensive, because it is 
bearing the full brunt of the tight 
money policy of the powers that 
be. The uncertain position of the 
near-term obligations is in con- 
trast with the steadiness that has 
been evident in the medium and 
longer term securities. 


Reports indicate an improving 
idemand for the bank 2%s of 
1967-72. with buying from private 
sources giving some fillip to the 
lengest restricted issues. 


Year-End Changes Still Market 
Factor 


Treasury obligations are still 
staying in much the same trading 
range they have been in recently, 
even though there have been 
oecasional spurts or declines in 





prices which have taken quota- 
tions just outside of this area. 
Year-end cdjustments, . switches 
and tax operations are the main 
forces operating in the govern- 
ment market and these forces will 
most likely continue to rule the 
market pretty much, until the 
year 1952 is about to pass on into 
history. 

Volume in the government mar- 
ket Fas expanded slightly, al- 
though this does not mean that it 
can yet be classified as other than 
a relatively thin market. There 
have been, however, more buyers 
and sellers around, which has 
helped the making of tax switches, 
and this has tended to hold prices 
within the recently prevailing 
trading area. These tax exchanges 
cover the whole range of the gov- 
ernment list, because there are 
some that are going from the longs 
into the shorts, while others will 
be doing just the opposie, moving 
from the shorts into the longs. 
According to reports there have 
been quite a number of switches 
from the restricted bonds into the 
longest bank obligation because 


the 2%s due 9/15/67-72 are looked 
upon by many as an attractive 
issue at currently prevailing 
levels. The recently eligible 2%s 
of 1963-67 and the 2%s due 
12/15/59-62 have also been fairly 
well taken at times, with advices 
indicating that the New York City 
banks have been a bit more vig- 
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orous in their purchases of these ------ 


obligations. 


Partial Exempts Have Attraction 


The longer maturities of the 
partially exempts have come in 
for greater attention recently, 
with the 2%s due 12/15/60-65 
beins the favored issue. The 2%s 
due 6/15/58-63 have also been 
taken out of the market, although 
the demand for this obligation has 
not been as strong as for the 
aforernentioned bond. Commercial 
banks are reportedly the principal 
buyers of the tax sheltered obli- 
gations. 


Tne lower coupon obligations, 
such as the l'%s due 1955, the 
1%s also due in 1955, and the 
l%es of 1956, have been acting 
well and some hold the opinion 
t..ese securities should do better 
when the tax selling tapers off. 
Nonetheless, the 2%s due 1958 
still appears to be the leading 
issue and there is considerable 
activitiy in this bond, with the 
commercial banks, according to 
reports, building positions in lim- 
ited amounts at present levels. 


Economic Conditions to Dominate 
1953 Market 


Although there is considerable 
talk about what will be done by 
the new Administration in han- 
dling the debt problem in 1953, 
there appears to be a growing 
opinion now that no really im- 
portant changes will take place 
in policy unless economic condi- 
tions undergo substantial change. 
The measures that are adopted 
will most likely depend upon the 
economic climate, with the pres- 
sure expected to be kept on the 
money markets as long as the 
demand for funds is strong. There 
is apparently some disagreement 
as to what economic conditions 
will be next year because some 
are looking for a decline in busi- 
ness activity, which should have 
a favorable influence upon the 
money markets. On the other 
hand, there are those who do not 
see any change in the economic 
picture, with business expected to 
carry on at as high a level of 
activity as in 1952. This would 
seem to indicate a money market 
with action not dissimilar to what 
has been going on in the last sev- 
eral months. 


Treasury Bills Steady Due to 
Support 

Short-term rates continue un- 
cer pressure and if it were not 
for help by Federal here and 
there, Treasury bills would most 
likely be going to higher yields. 
Although there has been some 
switching into this obligation for 
tax operations, it has not been 
sufficient to make much of an 
impression yet upon the yield on 
Treasury bills. 

The restricted bonds have had 
a little more interest in them 
recently from private pension 
funds, with the last two maturi- 
ties being the favored obligations. 

There has been some switching 
among the World Bank bonds, 
mainly for tax purposes, with the 
shorter and medium term issues 
being used largely for replace- 
ment purposes. 


Boston Inv. Club 
Elects New Officers 


BOSTON, Mass.—At the annual 
election of the Boston Investment 
Ciub held at the University Club 
on Dec. 10, the following officers 
were elected: 


President: Albert P. Everts, Jr., 
Paine, Webber, Jackson & Curtis. 


Vice-President: David B. In- 
gram, Tucker, Anthony & Co. 


Treasurer: J. Russell Potter, 
Arthur W. Wood & Co. 


Secretary: Alfred A. Wagner, 
Coffin & Burr. 

Publicity Chairman: John M. 
Bleakie, W. E. Hutton & Co. 
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Hal H. Dewar Julien H. 
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48 1946 - 41 





Collins E. Hopkinson, Jr. 





Customers Brokers 
Hold Yule Dinner 


Officials of the New York 
Stock and Curb Exchanges were 
honored guests at the annual 
Christmas Dinner of the Associa- 
tion of Customers Brokers held 
Dec. 11. 

Among the invited guests were: 
Richard M. Crooks, Chairman, New 
York Stock Exchange; Edward A. 
Gray, Vice-President, New York 


Stock Exchange; John J. Mann, 
Chairman, New York Curb Ex- 
change; Edward T. McCormick, 


President, New York Curb Ex- 
change; Walter Maynard, Presi- 
dent, Association Stock Exchange 
Firms; Roscoe C. Ingalls, Presi- 
dent-Elect, Association Steck Ex- 
Firms, and Henry W. Putman, 
Executive Vice-President, As- 
sociation Stock Exchange Firms. 
Also Presidents of the various 
sections of the Association Stock 
Exchange Firms. 
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Bingham-Herbrand Corporation 


Ferry Cap & Set Screw Company 


Forest City Industries, Inc. 


Air-Way Electric Appliance Corporation 
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Loud Exec. V.-P. of 
F. Eberstadt & Go. 


Ferdinand Eberstadt, Chairman 
of the Board and President of F. 
Eberstadt & Co. Inc., 39 Broadway, 
New York City, has announced 
the election of Nelson Loud as 
Executive Vice-President. Mr. 


Loud, who joined the firm in 
1935, has been a Vice-President 
and a Director since 1945. His 
activities have been principally 
concerned with the firm’s under- 
writing activities for the public 
and private placements of securi- 


ties. He has also handled the ne- 
gotiation of mergers and sales of 
companies. 

Mr. Loud is also a Vice-Presi- 
dent of Chemical Fund, Inc., and 
a Director of The Diversey Cor- 


poration, Chicago, Illinois; Porocel 
Corporation, Philadelphia, Penn- 
sylvania and Webster-Chicago 
Corporation, Chicago, Illinois. 


May, Borg Admits 
May, Borg & Co., 61 Broadway, 
New York City, members of the 
New York Curb Exchange, have 
admitted Robert Schwarz to part- 
nership. 
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New York Central 


Obviously there were quite a 
few in the financial community 
who were disappointed over the 
dividend action of the New York 
Central directors last week. Only 
$0.50 a share was declared, pay- 
able in January. This was identi- 
cal with the action taken a year 
ago. There had been some hopes, 
and rumors, that perhaps double 
this amount might be distributed 
in line with the improvement in 
operations and earnings in the 
past few months. What had not 
been taken into account was that 
the company still has a long way 
to go in its improvement pro- 
gram and that this program will 
continue to necessitate large cash 
outlays. Thus, even though a 
token payment to stockholders 
might be justified, conservatism is 
essential. 

In line with the widening of in- 
terest throughout the speculative 
section of the rail list, and spurred 
by the recent earnings improve- 
ment and dividend hopes, Central 
stock had been quite buoyant. On 
good volume it had pushed for- 
ward earlier in the week into new 
high ground for the year. On an- 
nouncement of the dividend ac- 
tion considerable selling appeared. 
The stock gave ground fairly 
easily and, percentagewise, quite 
substantially. The decline, how- 
ever, was short lived and before 
the close the stock was again on 
the way up. Obviously speculative 
rails have caught the imagina- 
tion of the trading community. 
If, as is expected, general busi- 
ness holds to high levels in com- 
ing months this interest should 
continue to expand. 


New York Central’s history 
since the end of World War II 
has not been inspiring. The best 
earnings for any year of that 
period was the $2.84 a share re- 
ported in 1950. On the average 
for the years 1946-1951 share 
earnings amounted to only $1.28. 
With its substantial unprofitable 
passenger business, large amount 
of short haul and lLc.l. freight 
traffic, and the heavy burden of 
terminal operations, the company 
was unable to get its costs under 
control. Also it was periodically 
plagued by strikes on its own lines 
and in industries vital from a traf- 
fic standpoint. Its transportation 
ratio during this postwar period 
has ranged between the abnormal- 
ly high figures of 44%-46%. The 
pre-tax profit margin ranged from 
a deficit in 1946 and 2.6% in 1947 
to a high of only 6.9% in 1950. 

In its initial stages the dieseliza- 
tion program appeared of little 
avail. Probably this was due at 
least in large measure to an un- 
favorable yard situation which 


. severely limited the length of 


trains. The maximum savings 
from dieselization can not be real- 
ized untess the train lengths can 
be increased substantially, thus 
reducing the ratio of train miles 
to ton-miles. Ton-miles develop 
the revenues while train miles 
determine the expenses. Therefore 
extensive property improvements 
were called for on top of the 
motive power program. 


Some improvement in the op- 
erating performance began to ap- 
pear in 1952, although the road 
was still to suffer considerably 
from labor disturbances. Even 
with the improvement the trans- 
portation ratio consistently ran 
well above 40% month by month 
through August. In the two sub- 
sequent months the company has, 
for the first time in a long while, 
been able to reduce the ratio 
nominally below the above 40% 
level. While this feat has received 
considerable publicity in the press 


it is still far too high for comfort 
ander the boom conditions we 
have been experiencing. For the 
full 10 months this ratio was 
43.9%. While this was 2.1 points 
lower than a year earlier it was 
still at least five points above the 
indicated industry average. 

For the 10 months through 


October earnings on the common 
stock amounted to $2.16 compared 
with only $0.60 reported in the 
like 1951 interim. Comparisons in 
the final two months will reflect, 
as they did in October, the ab- 
sence this year of retroactive mail 
pay increases. Even at that, it is 
estimated that full year’s results 
will top $3.00 a share by a com- 
fortable margin. This will mark 
the best results since the boom 
war years when even the pas- 
senger business was being profit- 


able. However, even such earn- 
ings do not, in the opinion of 
many analysts, support much en- 
thusiasm for the stock in relation 
to stocks of other speculative 
eastern railroads. 


San Francisco Street 
Club Elects Officers 


SAN FRANCISCO, Calif.—The 
Street Club of San Francisco has 
announced the election of the fol- 
lowing officers and directors of 
the Club for the year 1953: 

President: Edwin C. Callan, 
Brush, Slocumb & Co. 

Vice-President: William M. Wit~- 
ter, Dean Witter & Co. 

Secretary: Robert Mann, Davis, 
Skaggs & Co. 

Treasurer: Robert Goshen, Dean 
Witter & Co. 

Directors: Grosvenor Farwell, 
Jr., Blyth & Co., Inc.; Kenneth C. 
Koch, Walston, Hoffman & Good-~- 
win; and John MacKenzie, North 
American Securities Company. 
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Progress and Problems 
Of Aviation Industry 


vance new ideas for our social and 
economic progress. 


What About the Future 


Now we must look forward to 
the future. What are the critical 
decisions and problems confront- 
ing the industry? If I were an in- 
vestment banker or commercial 
banker, I would be particularly 
interested in about four rather 
important segments that manage- 
ment in air transportation must 
consider. I would be interested in 
watching the handling of those 
situations by management as a 
possible fork in the road and a 
determination by you as to 
whether we take the right or 
wrong course. As Mr. Knowlton 
of the IBA Aviation Committee 
has informed you this morning, 
the industry is in excellent shape 
this year. 

Number one among our prob- 

lems is the question of labor. I 
favor labor unions, I favor high 
pay, I favor all those fine things 
that help workers to live better, 
to work better, to become better 
citizens. However, many of us are 
mow confronted with the question 
of whether we are going to have 
forced on us the feather-bedding 
practices of the rail unions. Our 
company had a strike last year, 
mot on the issue of pay but on 
the question of mileage limitation. 
With the advancement of equip- 
' gent, labor is unnecessarily con- 
' eerned that there will be techno- 
logical unemployment, which is 
something I have never been able 
to find but which always seems to 
tbe labor’s spook in the closet. 
* I think I can appreciate the at- 
titude of the railroad men. I don’t 
know when they made their 
agreement, but they did it a long 
time ago when labor unions in- 
sisted that 250 miles was eight 
hour’s work. Those railroad pres- 
idents may have been sitting there 
with a train that operated at 20 
sniles an hour and as far as they 
‘were concerned that was an ob- 
vious commitment; they couldn’t 
visualize trains that might travel 
at 75 miles an hour. It didn’t 
mean anything to them at the time 
but today I think we see the rail- 
road business dwarfed. Present 
managements could do a much 
better job if they hadn’t been sad- 
dled with so many feather-bed- 
ding rules and regulations which 
make it almost impossible to take 
advantage of technological prog- 
ress. , 

It would have been very easy 
for us last year to have said that 
30,000 miles or 50,000 miles was 
a month’s work, but with atomic 
energy coming and with the speed 
. of aircraft, that might become two 
days’ work. We don’t know. Sol 
think the attitude we take in re- 


sisting feather-bedding—which, in 
my opinion, is just as detrimental 
to the individual worker as to the 
company—is going to have a very 


important part in real and con- 
tinued development in the air 
transportation field. 


Decisions on Equipment 


The next problem involves de- 
cisions on equipment. There is no 
question but that we are in the jet 
or turbo prop age. There is no 
further debate as to relative mer- 
its of the conventional gasoline 
combustion engine and the jet 
principle. Those things are all 
settled. The British have made a 
real contribution to the develop- 
ment of a commercial jet trans- 
port plane but we in this country 
cannot follow the British. For one 
thing, we have private enterprise 
with responsibility to our invest- 
ors. When United Air Lines buys 
an airplane, it must satisfy itself 
that, along with technological 
progress and advancement, the 
end economic result will be better 
than with the equipment pres- 
ently in use or that the cost per 
ton-mile will be lower. There is 
no advantage in buying a new 
machine unless it does its job 
better and produces a better eco- 
nomic result. We have a respon- 
sibility to stockholders. The Brit- 
ish airline industry is government 
owned; it has no such responsibil- 
ity. Under no circumstances could 
we justify purchase of the Brit- 
ish “Comet.” We would go bank- 
rupt operating it. It will not pro- 
duce an economic end result. 
There you see the advantage of 
government ownership in one re- 
spect, in that the British are lead- 
ing toward the establishment of 
greater prestige. They feel it is a 
good investment for their country 
to do so, after coming out of the 
war in a rather depressed position 
with no particular leadership in 
aviation. Thus, they are buying 
prestige with the Comet. 


The airlines are working on all 
sorts of airplanes through their 
respective research organizations 
—and they are working together. 
We now are working on a jet 
plane that will travel at about 530 
to 550 miles an hour. It will climb 
10,000 feet a minute. It will cruise 
at 40,000 feet. Those figures are 
spectacular, but there is more to 
it than just performance figures. 
We think that particular airplane, 
if we can use it properly, will pro- 
duce a profitable result. But we 
have to figure out some very prac- 
tical questions that are unan- 
swered today. Our conclusions at 
the moment indicate that the air- 
plane I have just described will be 
efficient and a money-maker, pro- 
vided it flies at least 1,500 miles 
without a stop. Domestically, only 
13% of all our passengers last 
year flew 1,500 miles or more. 
Now, these airplanes are going to 
cost $4,000,000 apiece. The ques- 
tion is: can we invest $4,000,000 
in “X” number of airplanes to 
satisfy 13% of our demand? T don’t 
know. Those are things we have 
to study. If the airplane won’t 
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work economically under 1,500 
miles, we must take a new engin- 
eering approach to make it appli- 
cable to distances under 1,500 
miles. 


There are some physiological 
problems involved which I feel 
we should talk over very frankly 
with the public. I don’t believe in 
scaring anyone but I always have 
operated on the principle that if 
you tell the people the truth and 
they understand it, it doesn’t scare 
them early as much as if they 
find out you knew about it and 
didn’t tell them. At 40,000 feet, 
there must be a great deal of 
pressure in an airplane’s cabin. Jet 
engines are inclined at times to 
have failures and they throw their 
wheels, so to speak, against the 
fuselage. If you puncture a jet 
plane, or any plane, at 40,000 feet 
and lose the pressure, you have a 
very serious problem. There is a 
great deal of technical study, phys- 
iological research that must be 
done. For that reason your do- 
mestic airlines industry just can’t 
walk into the jet field as pictured 
in various magazine articles. 
There is more to it than just read- 
ing the magazines. 


Rising Cost of Airplanes 


The cost of the airplane of the 
future is going to be such that the 
airline that buys the wrong one 
will go bankrupt. So will the 
manufacturer who builds the 
wrong airplane. It is my under- 
standing that if an aircraft manu- 
facturer today wanted to specu- 
late and build two prototypes of 
the jet transport I have been tell- 
ing you about, he would have to 
invest $120,000,000 in engineering, 
research, construction costs, and 
tooling for his production line in 
preparation for ultimate manufac- 
ture. He would have $120,000,000 
invested in that project. I think 
you will find that one or two com- 
panies now thinking of this are 
only worth about $80,000,000 or 
$90,000,000. That might indicate to 
you that we must be right on our 
next move. 


The Coach Business 


The next critical point as far as 
I am concerned is the air coach 
business. There developed during 
the war the practice of utilizing 
every ineh of space in an airplane. 
It is, of course, necessary and 
proper that, in time of war, we 
use Ata rere to the maximum, 
but the crowding of people in air- 
planes during peacetime is an al- 
together different proposition. 
Thus we find that when certain 
types of operations were started 
by the nonscheduled air lines, 
they applied a new economic the- 
ory—to put in more seats, crowd 
up the space, crowd up the aisles, 
carry more people and sell the 
trips for less. It sounds very sim- 
ple but that is what has been 
bothering me. 

We were reluctant and hesitant 
about going into the coach busi- 
ness. Why? Because we weren’t 
satisfied we were doing the right 
thing. We think the public is ex- 
tremely dependent upon airline 
management to do the right thing, 
so that you may enter our air- 
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Jaffe, Lewis & Go. 
s 
Formed in Cleveland 
(Special to Tue Financia Curonicie) 
CLEVELAND, O.—George E. 
Jaffe and Milton B. Lewis have 
formed Jaffe, Lewis & Company, 
members of the Midwest Stock 
Exchange, with offices in the 
Union Commerce Building Arcade. 
Mr. Jaffe was formerly a partner 
in Jaffe, Siegler & Co., with 
which Mr. Lewis was also asso- 
ciated. 


Bernard S. Haffner and Louis 
R. Fields, both formerly with 


Jaffe, Siegler & Co., Mr. Fields 
as Lorain, O. representative, will 
be connected with the new firm, 


Edward Siegler Forms 
Own Investment Firm 


(Special to Tue Financia Curonicis) 
CLEVELAND, O.—Edw. N. Sieg- 
ler & Co. has been formed with 
offices in the Union Commerce 
Building Arcade to engage in a 


securities business. Partners are 
Edward N. Siegler, formerly a 
partner in Jaffe, Siegler & Co., 
and Lawrence N. Siegler. 
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planes with perfect confidence. 
You are at our mercy. We should 
recognize that responsibility. 

We were forced into the coach 
business by threat. Nevertheless, 
we wanted to satisfy ourselves as 
to whether we were doing the 
right thing by the public. We have 
spent hundreds of thousands of 
dollars in research; research which 
has just been completed and ex- 
amined. We have come to the 
conclusion that what we were do- 
ing was wrong. We still are in 
the coach business and we intend 
to remain in it, but we are not 
trying to squeeze every last nickle 
out of the airplane. Policies gov- 
erning the operation of aircraft 
for safety cannot be formulated 
by statisticians or economists. I 
have great respect for statisticians 
and economists; in faet, 1 use them 
a great deal, but I have respect 
for them in their place. When it 
comes to safety, I want to discuss 
the question and policy with en- 
gineers and the men who fly the 
airplanes. 

We have reduced the maximum 
Joad on our coach planes from 66 
passengers to 54. I might say that 
it was not a popular thing to do. 


The governmental agencies did 
not like it. I had the opportunity 
of presenting our case to them 
yesterday and will finish up this 
afternoon. All I can say is that 
my conscience is more clear after 
the decision than it was before. 


Some people have made the state- 
ment that our decision has been 
destructive to the industry. I think 
it would be destructive if we had 
too much public debate about it, 
but any contribution to safety— 
the well-being of the public—can- 
not, in my opinion, be destructive 
in the long run. Those who think 
I have been destructive can wait; 
some time they may find that 
what we have done has been con- 
structive. This air coach business 
has been a critical thing. My con- 
science is clear. We are in it on 
a basis that I believe justifies 
public confidence in what we are 
doing. 

The next thing in which we all 
should be interested is a determi- 
nation of future development. Im- 
portant in this consideration is 
the conduct of the Civil Aeronau- 
tics Board. You gentlemen may 
underwrite an issue, you may ad- 
vise with us, become our bankers, 
and try to anticipate the future 
of the company. You have to guess 
just as we do, but you also have 
to evaluate from time to time the 
effect of this regulatory agency 
which can make or break and 


move in one direction or the other. 

If I were in your position, I 
would be greatly concerned about 
the stability of the Civil Aero- 
nautics Board. It has not been too 
stable. I am not critical of the 
Board itself. We in the airline 
business are just as responsible 
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for the instability of the Board as 
are its members. Why’? Because 
we learned that if you put enough 
pressure On them from all sources 
once in a while they succumb to 
that pressure. Whenever the Board 
is asked to make a decision, every 
airline immediately turns its pub- 
lic relations department loose on 
Congressmen, Senators, business- 
men and chambers of commerce 
to bring pressure on the Board to 
do it the way the airline wants it 
done, At times, the Board suc- 
cumbs to such pressure, but not 
always. 

We cannot operate a regulatory 
agency responsible for making 
decisions on the economic signifi- 
cance of the facts submitted and 
then, on the other hand, put pres- 
sure On that agency to do some- 
thing for us regardless of what the 
facts indicate. That is a_ great 
danger—and as an investment 
banker, I would like to see greater 
stability and I would look with 
suspicion upon some of the things 
that go on. We have decisions 
today that are unlike any deci- 
sions of yesterday or tomorrow. 


Future Possibilities: - 

Now about future_- ibiliti 
I couldn’t help but ia , 
this morning when Mr. Knowlton 
mentioned that the large propor- 
tion of capital investment of the 
airlines is in the air—and that,is 
true. This represents,a,dangerous 
trend and one that must be cor- 
rected. We have spént all our time 
and effort in the scientific and 
technical development of the air- 
plane. The reason that we sell 
air transportation today for about 
the same price we did in 1940 is 
because the airplane has become 
the contributor to reducing wa..- 
mile cost, but all of you who flv 
know that the ground operation 
If you don’t think 
so, you have no sense of humor. 
Take the way baggage is handled. 
A simple little airplane comes in, 
and automotive equipment, men, 
carts charge at it as though the 
Queen Mary had just arrived— 
and, after all, it only weighs about 
100,000 pounds. For every gate 
position that an airline has at a 
large terminal, there is $70,000 in- 
vested in individual step ladders, 
automobiles, air conditioners and 
what not. Some of you may ask 
why we don’t pool these things 
and use them jointly. The trouble 
is that you don’t go out to the air- 
port at the proper time of day. 
In Chicago if you arrive at ten 
o’clock you might see Chicago & 
Southern Airlines and Delta using 
their equipment and all of ours 
standing by. You wonder why we 
don’t interchange. But you come 
to the Chicago airport from four 
o’clock until nine at night and 
you will find every piece of avail- 
able equipment being used by the 
individual airline. 

The opportunities to further re- 
duce costs on the ground are tre- 
mendous. Let me cite just one 
example of our progress in that 
direction. We have built an 
overhaul and repair base in San 
Francisco at a cost of $7,700,000— 
a plant which some people in fi- 
nancial circles referred to during 
the first six months of its opera- 
tion as “United Air Lines’ folly.” 

I will tell you how much of a 
folly it has been. It has reduced 
our man-hours on the overhaul of 
engines, aircraft and instruments 
by 224%2%. We will pay for that 
overhaul and repair base in six 
years, which | don’t think is. a 
bad investment. 

We now have to turn to the air- 


ports and mechanize our facilities 
so the airplane can be moved ‘into 
a dock and your baggage can be 
sent right into the baggage room 
instead of being transferred and 
involved in three or four triple 
plays. To those of you who have 
lost your bags in flights here and 
there, I want-to say we are quite 
proud of the fact that this year 


we have, due to quality control, 


limited our loss to one bag in 
every 1,000. Instead of investing 
$70,000 in a lot of step ladders 
again, we are going to invest our 
money in building docks into 
which the airplane can be moved 
so that everything can be handled 
efficiently and smoothly. 


In the last five years our pay- 
roll, through wage increases 
alone, has gone up between $20,- 
000,000 and $25,000,000. We have 
off-set all this by increased effi- 
ciency. There still is much more 
to be saved by continuing our ef- 
forts toward greater efficiency in 
ground operations. It is a virgin 
field and a great challenge. That 
is where we hope to give you bet- 
ter results. 


The Question of Regulatery and 
Transportation Ceerdination 


In closing; | would “like to say 
just one more thing. We can’t 
continue, in my opinion, to look at 
air transportation as one thing 
and rail transportation as some- 
thing else. Transportation in it- 
self is what interests us as cit- 
izens; the overall quality of trans- 
portation in all its forms. At this 
time I am not recommending a 


q single regulatory agency but I do 


think it is time to re-examine the 
regulatory bodies and see if we 
can’t come out with an intelligent, 
unselfish study on co-ordination 


in the reguation of‘different forms 


of transportation so that we can 
overcome overlapping and “con- 
flicting: interests-and ‘controls. 


For instance, the Civil Aero- 
nautics Board as a _ regulatory 
agency is extremely interested in 


the progress of air transportation. 
Sometimes the Board is inclined 
to foster a phase of air transpor- 
tation which it has no business to 
undertake or which cannot be jus- 
tified economically. We thus are 


forced into a field where another 
form of transportation might ida 
the job more effectively. For ex- 
ample, we have short haul and 
long haul business. The airplane 
has no place in short haul busi- 
ness; surface transportation does 
I think we should re-examine 
recommendations made many 
years ago by Mr. Eastman, the 
Chairman of the Interstate Com- 
merce Commission, calling for a 
co-ordinated plan of regulation of 
all forms of transportation, in 
which each form of transporta- 
tion would be represented ‘in an 
agency within an agency, with the 
ICC functioning as a so-called 
moderator, co-ordinator and court 
of appeals. It is. unfortunate for 
transportation, in my opinion, 
that a new Eastman hasn't come 
to the front as an authority on this 
subject, but I think we all have 
grown up. We can’t continue to be 
selfishly interested only in our 
own problem; for the good of the 
country we. have to look at all 
transportation. 


* 

Dwinnell, Harkness & 

BOSTON, Mass. — Dwinnell 
Harkness & Hill, Incorporated, has 
been formed with offices at 7 
State Street to act as dealers ii 
securities, . specializing in tax- 
exempt bonds. Officers are R. B 
Harkness, President; Draper Hill 
Viee - President, and Marshall 
Dwinnell, Treasurer. Mr. Harkness 
was formerly co-manager of the 
municipal department of Esta- 
brook & Co. Mr. Dwinnell was 
with the First National Bank o 
Boston. and Mr. Hill was asso¢i- 
ated with John Nuveen & Co. 
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Heavy Public and Private Debts 
Galls for Gautious Gredit Policy 
Henry H. Heimann, Executive Vice-President of National Asso- 
ciation of Credit Men, points cut corporate debt, now aggre- 


gating $160 biilion, has doubled in six years, and individual 
debt now exceeds $125 billion. 


In an editorial article by Henry 
H: Heimann, in the “Monthly 
Business Review” of the National 
Association of Credit Men, busi- 
ness men are 
warned to 
take a cau- 
tious policy in 
extending 
credits, in 
view of the 
tremendous 
increases in 
both public 
and private 
“debts in the 
“last six years. 
As a basis for 
this warning, 
Mr. Heimann, 
who is Execu- 
tive Vice- 
President of 
the Association, points out that 
“the debt of corporations, now at 
“around $160 billion, has doubled 
in.the past six years and that in- 
dividual debt, now exceeds $125 
billion, which is twice as much as 
it was six years ago. He also points 
‘to the total of borrowings of mem- 
bér banks from the Federal Re- 
serve System which he indicates 
is at a new 30-year high. 


“It is well to remember that 
these easy dollar debts probably 
‘will have to be paid in dollars of 
‘higher purchasing power,” Mr. 
* Heimann says in making his point 
about the serious nature of the 
debt situation, “It is, therefore, a 
good policy for ali, both business 

m and individuals, to weigh 
carefully the advisability of not 
incurring any further debt, but 
also to program for the amortiza- 
tion of their present obligations. 
Debt service charges will continue 
to be costly, interest rates will 
firm unless political action again 
prevents the operation of the law 
of supply and demand, which now 
' seems unlikely. 
| “The next important factor to 
; watch is the cost of government, 


both national and local. Unless 









Henry H. Heimann 


we can reduce the cost of gov- 
ernment we not only will get 
further in debt, but we will bud 
for real trouble in the near 
future. It is no longer a question 
of whether we can cut the 
budget, but rather it is a question 
of whether we can afford not to 
reduce it. It has been demon- 
strated that our people once 
aroused will take the trouble to 
express themselves. 

“We need a lower total of 
government expenditures so that 
we can balance our budget and 
thus bolster the purchasing 
power of our currency which has 
veen depreciated through our 
constantly increasing deficit fi- 
nancing. As the value of our 
dollars increase, our people will 
have the ability to absorb much 
of the increased production of 
civilian goods which our present 
enlarged capacity will make 
possible. 

“If the cost of government can 
be reduced and certain tax re- 
ductions put through, the psycho- 
logical effect of such a move 
easily could engender enough 
confidence and stimulate new 
business incentive so that in the 
end the government would ac- 
tually receive more revenue than 
under the present taxing.” 


Dates of IBA Meetings 
Scheduled for 1953 


The 1953 Convention of the In- 
vestment Bankers Association of 
America will be held in the 


Hollywood Beach Hotel, Holly- 
wood Beach, Florida, November 
29 to December 4. 

The Association’s Winter meet- 
ing will be held February 13 and 
14, 1953, in the Edgewater Beach 
Hotel, Chicago. The Spring meet- 
ing will be held May 13-16 in the 
Greenbrier Hotel, White Sulphur 
Springs, West Virginia. 
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By WILLIAM J. McKAY 


Further evidence of increasing 
world-wide investment interest in 
Canada is the recent announce- 
ment that two leading inter- 
national banking firms have 
joined in forming a new company 
in Toronto, called the. L.N.T. 
North American Holdings, Ltd., 
which will invest in industrial and 
financial enterprises principally 
in Canada. The two firms in ques- 
tion are Kuhn, Loeb & Co. of 
New York and S. G. Warburg & 
Co., Ltd., London bankers. 

The offices of Kuhn, Loeb & Co. 
in New York announced that ar- 
rangements for close cooperation 
in. general financial matters have 
been completed by the two af- 
filiated banking houses, under the 
supervision of Siegmund G. War- 
burg. Mr. Warburg, a former lead- 
ing German banker, but now a 
naturalized citizen of Great Brit- 
ain, will have full power to act on 
behalf of Kuhn, Loeb & Co. and 
will remain as Chairman of the 
London firm bearing his name. 


Mr. Warburg has extensive 
business interests in the United 
States and Canada. He is Chair- 
man of Brandeis, Goldschmidt & 
Co., Inc., New York metal mer- 
chants, a subsidiary of the London 
concern of the same name, which 
is controlled by S. G. Warburg & 
Co., Ltd. He is also a director of 
Toronto and London Investment 
Company, Ltd., Toronto, an in- 
vestment company in which the 


Warburg organization has had 
a substantial participation. 
Mr. Warburg is thoroughly 


familiar with all phases of U. S. 
and Canadian business and fi- 
nance, having participated in the 
operations conducted by Kuhn, 
Loeb & Co., and the International 
Acceptance Bank, which was 
merged into the Bank of the Man- 
hattan Company. In _ 1938 his 
family was forced by the Nazi 
government to dispose of its inter- 
est in the firm. Soon after Mr. 
Warburg, with others, formed the 
New Trading Company, Ltd., Lon- 
don, whose activities until the end 
of the last war were confined to 
a small number of industrial fi- 
nance transactions. After World 
War II, when the company’s name 
was changed to S. G. Warburg & 
Co., Ltd., it became active in plac- 
ing and issuing credit to business 
in Great Britain, as well as in 
developing its interest and con- 
nections in various parts of the 
world, particularly in North 
America. 
ed & % 

The entrance of strong inter- 
national banking interests in the 
Canadian field is an indication of 
world-wide confidence in Canada’s 
economic future, and is an added 
contribution to the buoyancy of 
Canadian progress, despite some 
recent reaction of Canadian se- 
curities prices. In his recent an- 
nual address to stockholders, 
James Stewart, President of the 
Canadian Bank of Commerce, at- 
tributed this buoyancy in large 
part to the relatively heavy vol- 
ume of new capital investment, 
which, he said, was the most sus- 
tained’ in the nation’s history. 
However, this prominent Canadian 
bank President, cautioned that 
business in Canada had no easy 
road ahead, since he told share- 
holders “we are entering a period 
of increasing risk in business,” 
adding there is no need for pes- 
simism, “provided the utmost ef- 
ficiency is exercised in the con- 
duct of our affairs.” 


Canada’s gross national produc- 
tion figure of close to $23,000,000,- 
000, Mr. Stewart said, was more 
than 7% higher than last year be- 
cause of greater productivity, 
some price increases and bumper 
crops. 








Securities 





The chronic international bal- 
ance of payments problem, Mr. 
Stewart held, could best be eased 
by a strong and widely accepted 
sterling currency. Early clarifica- 
tion of the British position in this 
respect, he added, “would be in 
the best interest all around.” 

a * * 


Another note of warning that, 
despite the “strong underlying 
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trend” toward a bigger Canadian 
economy and the fact that the 
near term prospect for investment 
in Canada looked more favorable 
than in the United States, some 
setback in business “may come 
one of these days,” was uttered 
by another bank President, HL. C. 
Enman, President of the Bank of 
Nova Scotia. Mr. Emman sees 
Canada “seriously threatened by 
restriction in overseas markets,” 
and added that “we cannot as- 
sume that readjustments in one 
sector of the business structure 


will always be offset by expand- 
ing influences from other direc- 
tions.” 
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IBA PAST PRESIDENTS 








Emmett F. Connely 





Bayard Dominick II Dir. Joins Hill Richards 
(Special to Tae Financia CHRronicie) 


partner in the firm of Dominick & ww Curtis is now affiliated with 


Dominick, has been elected 4 Hill Richards & Co., 621 South 
director of National Shares Corp. Spring Street. 
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Blyth Group Offers 
Cons. Eng. Corp. Stk. 


A nationwide syndicate of in- 
vestment bankers headed by Blyth 
& Co. Inc. on Dec. 16 made public 
offering of 225,000 shares of com- 
mon stock (par 50 cents) of Con- 
solidated Engineering Corp. of 
Pasadena, California at $15 per 
share. 

Proceeds from the sale of the 
common stock will be applied by 
the company against the purchase 
price of a vacuum equipment 
business to be acquired from a 
division of Eastman Kodak Co., 
for which the company expects to 
pay between $2,500,000 and $3,- 
000,000. 

The business to be purchased is 
part of the operation of Distilla- 
tion Products Industries which 
was incorporated in 1938 under 
the joint ownership of Kodak and 
General Mills, Inc., to exploit a 
process known as molecular dis- 
tillation. In 1948 General Mills 
sold its interest in D. P. I. to 
Kodak, and on Dec. 21, 1949, the 
corporation was dissolved and the 
business continued as a division 
of Kodak. 

Consoldiated Engineering Corp., 
with its two principal plants 
located in Pasadena, Calif., is en- 
gaged primarily in the design, de- 
velopment, manufacture, and sale 
or lease of specialized analytical 
instruments for scientific and in- 
dustrial uses. The company’s 
products include dynamic record- 
ing instruments, mass spectrom- 
eters, leak detectors, electrical 
computors and other specialized 
technical instruments which are 
used by a diverse list of indus- 
tries, including petroleum and 
chemical companies and manufac- 
turers of automotive, railroad 
equipment, engines, pumps and 
other types of machines and 
structure. Its products are also 
used in the atomic energy field 
and by universities and private 
research organizations. 

Cash dividends have been paid 
on the common stock each year 
beginning in 1947, but the greater 
portion of the company’s earnings 
has been used for research, en- 
gineering and development, and 
for the general expansion of the 
business. 


NASD Dist. No. 8 
Elects New Officers 


CHICAGO, Ill. — The annual 
election in District No. 8 of the 
National Association of Securities 
Dealers, Inc., comprised of the 
States of Illinois, Indiana, Iowa, 
Michigan, Nebraska and Wiscon- 
sin, has resulted in four new 
members on the District Commit- 
tee and one new member of the 
Board of Governors. 

W. Thurman Riley, Vice-Presi- 
dent, Riley & Company, Mil- 
waukee, Wisconsin; John D. Mc- 
Hugh, Vice-President, James J. 
McNulty & Company, Chicago, 
Illinois; Arthur S. Grossman, 
partner, Straus, Blosser & Mc- 
Dowell, Chicago, Illinois; and 
Alfred R. Kramer, President, 
Kramer-Gardner Company, Bur- 
lington, Iowa, have been elected 
to succeed Vern S. Bell, Bell & 
Farrell, Inc., Madison, Wisconsin, 
Joseph E. Dempsey, Dempsey & 
Company, Chicago, Illinois; 
Reuben Thorson, Paine, Webber 
Jackson & Curtis, Chicago, Illinois, 
and Harry G. Williams, Quail & 
Co., Davenport, Iowa, retiring 
members of the District Commit- 
tee. 

George F. Noyes, Vice-President, 
The Illinois Company, Chicago, 
Illinois, has been elected to the 
Board of Governors to succeed 
ere A. Bickel, Milwaukee, 

is. 


The newly elected District Come ; » 


mittee and Board of Governors 
members will assume office on 


_ Jan. 16, 1953. 
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F.E. Seetitaiam Orrin G. wha 
To Be Branch Partner Alex. Brown to Admit 


RICHMOND, Va.—On Jan. 
John Kerr Branch Rennolds will 
become a partner in Branch & 
Company, 1103 East Main Street, 
members of the New York and 


Richmond Stock Exchanges. 


BALTIMORE, Md.—F. Barton 
Harvey, Jr. will be admitted to 
partnership in Alex. Brown & 
Sons, 135 East Baltimore Street, 
members of the New York and 
Philadelphia-Baltimore Stock Ex- 
changes, Jan. 1. 
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The Institutional 





Market for Equities 


leegue, although they are enjoying 
a spectacular percentage gain. 

These six types of institutions 
are gathering approximately $13 
billion in new savings. By con- 
trast, individuals will save 
through net direct security and 
mortgage purchases some $2 bil- 
lion. In other words, almost 90% 
of individual liquid savings of 
the American people are now in- 
vested through institutions, rather 
than directly in securities and 
mortgages. 


The Inpact on Securities Market 


What are the consequences of 
this great revolution in the invest- 
ing habits of the American peo- 
ple? For one thing, the demand 
for bonds is artificially enlarged 
because these institutions invest 
the bulk of their funds in credit 
instruments and not in equities. 


Secondly, the demand for equi- 
ties is artificially contracted. As 
savings go into institutions that 
buy only or mainly bonds and 
mortgages, less savings are left 
for the purchase of stocks. This is 
all the more true because individ- 
wal investors in the middle and 
upper income brackets who pro- 
vided the chief market for stocks 
have a smaller proportion of the 
mation’s savings and are attracted 
into tax exempts because the re- 
turn after taxes is often not suf- 
ficiently attractive on taxable se- 
curities, except for capital gains. 

Distortions resulting from the 
institutionalization of savings 
have been exaggerated by the fact 
that many corporations have dis- 
liked long-term borrowing on any 
large scale, in view of adverse de- 
pression experiences where bor- 
rowing was heavy. Industries that 
were burned in the depression like 
the railroads have virtually aban- 
doned new financing with long- 
term bonds; they limit themselves 
to equipment trust certificates 
with serial maturities up to 15 
years. Only corporations that 
‘were not burned by excessive debt 
in the past, like Union Carbide 
or IBM, are now willing to finance 
relatively freely with long-term 
bonds. 


The result of the institutional- 
ization of savings and reluctance 
«of many corporations te finance 
with bonds has been a change in 
yield relationships. We have fig- 
ures showing the relationship be- 
tween bond yields and _ stock 
yields for many years back. Be- 
tween 1919 and 1935, yields on 
bonds were almost consistently 
higher than yields on stocks. In 
those 17 years, the average yield 
of representative corporate bonds 
was higher than the average yield 
on all listed stocks in every year 
but two. 

Take 1929. The average yield 
of all listed stocks on the New 
York Stock Exchange for 1929 was 
3.5%. “Moody’s Corporate Bond 
Yield Index,” which includes 


triple’ A, double A, A, and BAA 
ratings, averaged 5.2% in that 
year. 


You say that 1929 was unusual. 
But bond yields averaged higher 
than stock yields in 15 out of 17 
years. 


Since 1936, the yield on stocks 
has held far above the yield on 
bonds. The yield of listed stocks 
in 1950 was more than double the 
yield on bonds. And after the rise 
in bond yields over the last two 
years or so, and the decline in 
stock yields, the average at the 
present time is 3.2% for ““Moody’s 
Corporate Bond Index,” and the 
average yield of listed common 
stocks is something over 5.5%. 


Before 1936, stock yields aver- 
aged lower than bond yields be- 
cause of the big demand for stocks 
from individuals investors, who 
provided the chief market for 
both. They liked stocks because 
they counted on reinvested earn- 
ings and growth to provide larger 
returns and appreciation in the 
future. Since 1936, institutional 
buyers have depressed bond yields 
and the limited individual demand 
for stocks has caused equity yields 
to rise. This is the more striking 
because corporations formerly 
paid out around 70% of their 
earnings as dividends, and today 
they are paying out only about 
50%. Retained earnings are rela--: 
tively larger now than they were 
in the past, yet they are reflected 
far less in stock prices than in the 
past because of the contraction 
in the market for equities. 


This distortion of yield relations 
caused by the institutionalization 
of savings could be corrected in 
three ways. 


First, it could be corrected if in- 
stitutions would buy equities in 
volume, so that they would place 
a nart of the huge volume of sav- 
ings they receive in equities and 
part in bonds, instead of concen- 
trating their purchases on bonds 
and mortgages almost exclusively, 
which is the case today. 

Yield distortions could be cor- 
rected, in the second place, if 
corporations would finance with 
bond issues more freely; and if 
building is sustained at a very 
high level. Then the supply of 
bonds and mortgages could catch 
up with the institutional demand, 
and bond yields would rise be- 
cause institutions would not de- 
press yields by their active bid- 
ding. An expansion of debt 
financing sufficient to keep pace 
fully with the institutionalization 
of savings would narrow the dif- 
ferential between stocks and bond 
yields. 

A thira correction would be the 
revival of an adequate market for 
stocks among individual investors. 
The Consumer Finance Survey 
sponsored by the Federal Reserve 


System, whose findings are to be 
found in the “Federal Reserve 


. The Commercial and Financial Chronicle 


Bulletin,” shows that despite all 
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the selling effort that has been 
put forward the rank and file of 
American families do not own 
equities. Only some 8% of families 
own stocks. Among lower-income 
families, the large majority prefer 
to put their savings in savings 
banks, savings and loan associa- 
tions and savings bonds. The chief 
reason they give for not buying 
equities is that they don’t know 
about them. Investment bankers 
have sought to tell them, but we 
have yet to develop a “nation of 
stockholders” in this country. 


Role of Mutual Funds 


Maybe the mutual fund will be 
a solution. But mutual funds have 
to do a lot better than attracting 
$600 million of savings per annwn 
if they are to correct the distortion 
in the flow of savings caused by 
the fact that $13 billion of savings 
go to institutions that invest 
mainly in bonds and mortgages. 


The simplest solution of the 
problem of shifting a part of the 
flow of savings from debt to equ- 
ity securities is the investment of 
institutional funds in equities. Let 
us take up each type of financial 
institution and see the extent to 
which they can or will enter the 
equity market. 


Life insurance companies re- 
ceive something over $4% billion 
of the nation’s savings each year. 
They are the chief channel for 
savings in the country today. In 
a , life insurance com- 
panies account for even a larger 
share of the nation’s savings than 
in prosperity, since insurance is 
so deeply ingrained in the habits 
of the average American family 
that many a family considers the 
payment of its life insurance pre~ 
miums as second in priority only 
to the payment of income tax, if 
that. The savings that are collected 
by life insurance companies are 
the most stable, as well as the 
largest, segment of the total. 


Stock Investments By Insurance 
Companies 

The laws of 38 states allowed 
life insurance companies to buy 
common stocks before 1951. Yet 
equities constituted a negligible 
part of life insurance company 
portfolios until 1951, the reason 
being one peculiar to the life in- 
surance field. Most larger com- 
panies want to do business in New 


York, but to do so it must be in . 


substantial compliance with the 
law of New York State. So long 
as New York did not allow its life 
insuranee companies to buy com- 
mon equities, larger companies 
incorporated in other states re- 
frained from doing so in the main. 

Last year New York, for the 
first time since 1906, allowed life 
insurance companies to buy com- 
mon stocks. They could buy pre- 
ferred stocks, under certain re- 
strictions, for a number of years, 
a right of which they took only 
limited advantage. Life insurance 
companies in New York can now 
invest up to 3% of assets, or one- 
third of surplus, whichever is less, 
in common stocks. And life in- 
surance companies incorporated in 
other states that want to do busi- 


Continued on page 86 
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Wood, Walker Admits 


Wood, Walker & Co., 63 Wall 
Street, New York City, members 
of the New York Stock Exchange 
will admit John R. Atterbury and 
David A Murray to partnership 
on Jan. 1. Mr. Atterbury is indus- 
trial analyst for the firm. 


H. J. Lamm Co to Admit 


On Dec. 23, H. J. Lamm & Ca, 
29 Broadway, New York City, 
members of the New York Stock 
Exchange, will admit George E. 
Mendum to partnership. Mr. Men— 
dum will acquire a 


in the Stock Exchange on Dec. vy 
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IBA PAST PRESIDENTS 


1929 - 36 


1927 - 26 


1926 - 27 


Henry R. Hayes 





New York Stock Exch. 
Weekly Firm Changes 

The New York Stock Exchange 
has announced the following firm 
changes: 

Warren Ackerman, member of 
the Exchange will retire from 
partnership in Ackerman & Com- 
pany, Dec. 31. 

J. George R. Graham will with- 
draw from partnership in James 
E. Bennett & Co. Dec. 31. 

H. Allen Wardle, member of the 
Exchange, will retire from Dela- 
field & Delafield on Dec. 31. 

Thomas G. Cassady will with- 
draw from Farwell, Chapman & 
Co. Dec. 31. 

Thomas A. Boylan will retire 
from Gilchrist, Bliss & Co. Dec. 31. 

Thomas J. Gildea, member of 


the Exchange, will retire from 
partnership in Joseph McManus & 
Co. Dec, 31. 

On Dec. 23 the Exchange will 
consider transfer of the Exchange 
membership of Albert Brumley 
to Perry Kahn. 

James W. Brooks, member of 
the Exchange, will withdraw from 
partnership in D. T. Moore & Co. 
Dec. 31, 

Robert V. Nehrbas, member of 
the Exchange, and Shirley P. Aus- 
tin will retire from partnership 
in Parrish & Co. Dec. 31. 

T. Hamil Reidy will retire from 
Rodman & Linn, Dec. 31. 

Edmund B. Ross will retire from 
partnership in Ross, Blanchard & 
Co. Dec. 31. On Jan. 1, Peter C. 
Wright-Clark, General Partner in 
the firm, will become a limited 
partner. 
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The Institutional 
Market for Equities 


ness in New York are now subject 
to that same restriction. Under 
this restriction, life insurance 
companies incorporated in New 
York have the right to buy ap- 
proximately $609 million of com- 
mon stocks. Companies incorpo- 
rated in other states that now can 
buy common equities and yet be 
in substantia) compliance with 
New York State law can buy 
about the same amount. The 
change in the New York insurance 
law creates a potential market for 
about $1.2 billion of common 


_ stocks among life insurance com- 
~ panies, ‘ 


Are insurance companies taking 
full advantage of that right? By 
and large, the answer is no. In- 
surance company purchases have 
been modest to date for two rea- 
sons. 


First, insurance companies lean 
towards the dollar-averaging prin- 
ciple in buying equities. They 
don’t want to buy at any one price 
level. As they put it, they want 
their purchases “diversified over 
time.” They not only want to 
diversify what they buy; they 
want to diversify also when they 
buy, so that, as the market goes 
up and down over the years, they 
will have bought when the market 
was low as well as when it was 
high. 

Secondly, a number of the in- 
surance companies are not en- 
thusiastic about the purchase of 
common stocks. They hold that 
bonds and mortgages are more 
suitable, so long as they are avail- 
able at acceptable yields of over 
3% net return after expense. Only 
when they cannot get bonds and 
mortgages on that basis will they 
buy common stocks eagerly. These 
insurance companies prefer to buy 
common stocks when they have to, 
and not as a matter of choice. 


This attitude is not irrational. 
For insurance companies will have 
to buy common stocks when the 
supply of bonds and mortgages is 
inadequate. And when is the sup- 
ply of bonds and mortgages likely 
to be inadequate? When there is 
a business recession, which will 
reduce new financing. And during 
a recession common stocks are 
available on a more attractive 
basis than at the top of a boom, 
when you can usually get bonds 
and mortgages in volume at high- 
er yields. 

Savings and loan associations 
are not good prospects for equity 
investment. First they don’t have 
the right to buy equities now. 
Secondly, they have so large a 
percentage of their assets invested 
in risk assets, that is, mortgages, 
that if they buy anything else 
they are likely to favor govern- 
ment securities. It would take 
quite a change in the economic 
picture, specifically a major con- 
traction in building, for savings 
and loan associations to seek and 
to get the authority to buy equities 
in the future. 


Commercial banks are not a 
logical prospect for equity invest- 
ment. Their liabilities are mainly 
demand deposits; hence they want 
the safety and market stability of 
debt obligations. If the ratio of 
capital to devosits was much high- 
er, the situation could be different. 

*But with an average ratio of 
_ capital to liabilities of about 7% 
“ equities do not fit their picture. 


Mutual Savings Banks and Stocks 


Mutual savings banks present a 
different story. Mutual savings 
banks have a higher ratio of «sur- 
plus to deposits than commercial 
banks. Their average is about 11%. 
Most mutual savings banks now 


turns on their assets. For the first 
time, they have receive authority 
from the New York Legislature 
this year to invest up to 5% of 
their assets, or one-half of their 
surplus, whichever is less, in 
equities. They can invest up to 
3% of assets in commons. 

New York State savings banks 
can invest over $600 million in 
stocks, therefore, for the first 
time in history; and over $360 
million in common stocks alone. 
At the moment they are not al- 
lowed to invest in banks stocks, 
although the Superintendent of 
Banks favors amendment of the 
law to allow mutual savings banks 
to invest in stocks of larger banks 
also. 


Mutual savings banks, like life 
insurance companies, will utilize 
this authority gradually. Wanting 
a higher rate of return, however, 
a number of savings banks are 
buying or planning to buy equities 
without waiting for a shortage of 
bonds and mortgages to develop. 


For the fifth major group of 
investing institutions, the inde- 
pendently administered pension 
funds. Dr. Murray outlined the pic- 
ture last week. They are gaining 
at the rate of one billion, two 
hundred million a year. They are 
likely to put up to 25% of that 
gain into equities. This could 
make them the largest institu- 
tional market for equities for the 
near term, although not necessar- 
ily for the long term, outside mu- 
tual funds. 


The mutual investment funds 
constitute a larger market for 
equities today than any of the 
other classes of institutions, al- 
though they are much the small- 
est in relative size. 

This survey points to the fol- 
lowing conclusions: 

First, that the institutional mar- 
ket for equities is still relatively 
small, but it is growing and it is 
sure to continue to grow. 


Secondly, there are two jobs to 
be done if the institutional market 


for equities is to be expanded to 
its full potential. There is the job 
of selling legistatures and regula- 
tory authorities on the ability of 
these institutions to invest in 
equities safely and with good 
long-term results; and a job has 
to be done to convince manage- 
ments of these institutions, after 
they get that authority, that they 
can’ invest in equities to ad- 
vantage. F 

Since there is every reason to 
believe that the savings of the 
American people will continue to 
be institutionalized for a long time 
to eome, and maybe indefinitely, 
a strong argument can be made 
for concentrating on the develop- 
ment of this institutional market 
for equities. This will be easier 
when business conditions become 
less favorable. Then bonds and 
mortgages will be available in 
smaller volume, while equities 
may appear more attractive on a 
long-term basis. 


Institutional buyers have dif- 
ferent interests from individual 
buyers. For one thing, they are 
less interested in capital gains as 
a rule, than in dividend income. 
Thus, a mutual savings bank 
which is subject to Federal income 
tax, because its surplus and re- 
serves exceed 12% of deposits, has 
to pay an intercorporate dividend 
tax of 7.8% on dividends received. 
This makes equities extremely at- 
tractive. A good mortgage giving 
4% after servicing cost would give 
a net yield of less than 2% after 
the 52% tax. A high grade utility 
stock yielding 5.5% would, after 
7.8% tax, yield over 5% after tax. 
If the mutual savings bank buys 
a low yielding stock for capital 
gains, on the realized gain ,it 
would have to pay a 26% tax. Its 
position is thus exactly the op- 
posite of that of individuals, so 
far as relative advantage of divi- 
dends and capital gains is con- 
cerned. , ote 


The Investment Policy Problems 
Of Institutions 


Institutions require a great deal 
of help to evolve equity invest- 
ment policies, for this type of in- 
vestment is new for them. At this 
stage, their chief need is not for 
security analysis. For the most 
part, they will buy standard issues, 
and they have talent for the 
analytical job. Rather, they need 
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a long-term philosophy for equity 
investment adapted to their spe- 
cial requirements and objectives. 

Trustees are fearful of losses 
and the criticism to which they 
will give rise. There are devices 
that can minimize losses on equi- 
ties: dollar averaging, formula 
plans, and reserves built up out of 
income. Thus, a savings bank that 
buys a good stock on a 5% yield 
basis and puts 1% into a reserve 
will have, after 20 years, a reserve 
equal to 20% of cost and yet real- 
ize 4% after reserve, if the divi- 
dend is sustained. When the re- 
serve has been accumulated to the 
20% maximum, the yield becomes, 
not 5%. but 5% on the net book 
value of 80% of cost, after re- 
serve, or 6%4%. 


Institutions prefer riskless in- 
vestments. They would buy gov- 
ernment securities almost exclu- 
sively, as they did during the war, 
if the yield were high enough. 

Actually, there are two ways of 
making a virtually riskless in- 
vestment. One way is to buy a 
United States government securi- 
ty. The other is to buy risk invest- 
ments, including equities, and put- 
ting part of the added income they 
provide into a reserve. When the 
neserve is adequate, it will absorb 
whatever loss may be incurred. 
| Financial institutions may be 
forced to ‘take more interest ‘in 
equity investment at an earlier 
date if building activity declines. 
A major reason why they have not 
suffered from a shortage of in- 
vestment since the end of the wur 
has been the huge increase in 
the mortgage supply. The future 


outlook fer the mortgage supply 
is clouded for two reasons. First, 
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we cannot count on a million new 
homes being started every year, 
since the net increase in the num- 
ber of families in this country 
this year will be closer to 500,000. 
If the number of families in- 
creases by 506,000 and the number 
of homes by a million, we will 
sooner or later run into an old 
fashioned over-building cycle. 
Secondly, virtually all home mort- 
gages today are instalment mort- 
gages, so that a large volume of 
new loans must be made each year 
just to replace amortization pay- 
ments received on old mortgages. 
If dwelling starts should drop to 
500,000-600,000 a year, there may 
by little net increase in the mort- 
gage supply. 

In that case, institutions will be- 
come more eager for investments 
outside the accustomed fields, in- 
cluding equities. They may then 
be more active in seeking further 
liberalization of restrictions on 
equity investment. 


E. F. Hutton & Co. 
To Admit Partners 


E. F. Hutton & Company, 
61 Broadway, New York City, 
members of the New York Stock 
Exchange, on Jan. 1 will admit 
Matthew A. Anderson, J. Ray- 
mond Stuart, Gordon B. Crary, Jr. 
of.Los Angeles; Douglas B. Lewis 
and’ William D. Kilduff of San 
Francisco, WiHard R. Wigley, Jr. 
of Dallas, and Maurice F. Sum- 
mers to partnership in the firm. 
Mr. Summers, a member of the 
New York Stock Exchange, has 
been active as an individual floor 
broker. 
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Recent Inflation Developments | 
In Western Europe 


price level until employment be- 
gan to fall. 


A deliberate policy of this kind 
is at present excluded by the fear 
of any increase, however small, 
in the level of unemployment. 
There is even the danger that un- 
employment which is not pro- 
voked in the manner just de- 
scribed but is caused by shifts in 
demands away from certain prod- 
ucts, as recently for example tex- 
tiles, may be treated by the gov- 
ernment as a reason for giving 
subsidies or other special forms of 
relief to these industries, thus 
keeping the labor there instead of 
encouraging its release and move- 
ment elsewhere. What is needed 
to overcome this kind of difficulty 
is nothing less than a change 
in political climate—towards one 
which is willing to accept the prin- 
ciple of labor mobility including 
what inevitably goes with it, 
namely a somewhat higher unem- 
ployment level, due to the larger 
numbers of people that will at 
any moment be moving between 
jobs; a willingness to accept, say, 
a ratio of unemployed to the 
working population of 3 or 4 or 
even 5%, rather than the ratio of 
between 1 and 2% that has pre- 
vailed so far since the war. 


A Breathing Space 


To sum up, there seems as yet 
no assurance that the recent im- 
provement in Britain’s position, as 
expressed, for example, in the 
stopping of the drain on her gold 
and foreign exchange reserves, is 
anything more than one more 
breathing space, one more sur- 
mounting of a balance of pay- 
ments crisis, achieved partly at 
the expense of running down in- 
ventories as a result of more strin- 
gent physical eontrols over im- 
ports. 

A second major problem, the 
solution of which is also an essen- 
tial element in Britain’s power to 
compete in foreign markets, is 
that of financing sufficient new 
eapital investment in British in- 
dustry to allow it to exploit tech- 
nical discoveries and improve- 
ments in methods, and thus to 
increase productivity. As a result 
of the various effects of taxation 
on the volume and forms of sav- 
ing, industry is having increasing 
difficulty in obtaining new capi- 
tal, and especially risk capital. 

The shrinkage of the market for 
capital issues—due either to the 
experiences of past inflation, oF 
to taxation, or to both—is indeed 
a major problem in most Euro- 
pean countries, It is one of the 
causes of the increased demands 
for credit from the banks, and as 
such has been a serious source of 
inflationary pressure, and is likely 
to remain so, unless the credit 
policies of the Central Banks are 
appropriately strict. An illustra- 
tion of this point may be taken 
from French experience. Over 
much of the postwar period, the 
demands for additional bank 
credit in France came predomi- 
nantly from the private sector 
rather than from the public sec- 
tor. But although the demands of 
private borrowers are tradition- 
ally supposed to be easier to re- 
fuse than are the demands of the 
government, the Bank of France 
seems for some time consciously 
to have attempted, through its 
discount policy, to compensate for 
the insufficiency of genuine sav- 
ings available for investment in 
industry by additional bank credit. 
The fact that the French economy 
became caught in a rapid price- 
wage spiral made the inflation 
politically very difficult to stop 
once it had started, and during 


the postwar period—as at other 
times in French history—inflation 


has overshadowed other economic 
problems. There has been a con- 
tinuous increase in the money sup- 
ply- since the war at rates which 
have varied between 15 and over 
30% per annum. During the 18 
months between June, 1950, and 
December, 1951, the increase 
ameunted te 30%; since then the 
rate of increase has substantially 
fallen. As yet, however, it is too 
early to say whether the current 
run of price stability of some nine 
months duration is more than an- 
other breathing space, similar to 
the year or more of relative price 
stability which preceded the out- 
break of the Korean War. 


A crucial problem in France, 
as elsewhere, is that of offering 
sufficient inducements to invest 
in long-term securities (whether 
government or private) to a pub- 
lic that has lost confidence in its 
lecal currency as a store of value. 
The recent solution adopted by M. 
Pinay—a loan of which the re- 
demption value is tied to the mar- 
ket price of gold—may seem sat- 
isfactory for the time being. But 
as a permanent solution applied 
over the whole field of vate 
and public debt it would repre- 
sent another long step—together 
with the sliding scale of minimum 
wages which M. Pinay was also 
obliged to im a process 
which has been gaining ground 


in many countries and which 
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te Seger as ae ph = com- 
monty, the of goods under- 


lying a cost-of-living index num- 
ber. Carried to extremes 
would mean guaranteeing all cate- 
gories of the population a certain 
real income—an objective which 
would seem to be unattainable, 
especially when we consider the 
added complication that some la- 
bor groups are seeking guarantees 
not merely of stable real wages 
but of real wages that are con- 
tinually rising at a rate which 
keeps pace with the increase in 
productivity or even outruns it. 


This point may be illustrated 


in both its by the case of 
Italy. In the ame spread 
since the pode wide areas of 


the Italian economy, of slid 
scales of wages linked to the 

of living, has greatly restricted 
the freedom of action of the mon- 
etary authorities. In particular, it 
has eres A limited what they 
could hope to accomplish by mon- 


etary e as a means of re- 
ducing u ; and it is 
difficult to their stand 


that, in the iionshineee the al- 
ternative between financial sta- 
bility and increased a 
—as between which their critics 
have accused them of choosing the 
former in preference to the tatter 
—is not a genuine one. In the 
second wien, it appears t the 
rising rates of r wages 
by organized labor have absorbed 
the fruits of the increased preduc- 
tivity due to the additional capi- 


tal investment of the last few 
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Recent Inflation Developments 
In Western Europe 


which it was hoped would de- 
crease unemployment, has instead 
gone into raising the standard of 
living of those already employed. 

For Italy the statistics show, 
somewhat surprisingly perhaps, a 
rate of increase in the money sup- 
ply which is among the highest in 
Western Europe. The situation in 


this respect is the reverse of that 
of the United Kingdom. The very 
marked open inflation which oc- 
curred in Italy between 1938 and 
1947 had raised the velocity of 
circulation of money abnormally 
high. Following the stabilization 
of 1947, it has gradually fallen 
again—in other words people have 
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reconstituted more normal cash 
balances—so that a very substan- 
tial increase in the volume of 
money has accompanied a price 
level which since 1947 has been 
among the most stable in Western 
Europe. 


Italy Living Beyond Her Means 


Of Italy we may perhaps con- 
clude that, while she has so far 
succeeded better than any other 
Western European country except 
Switzerland in controlling infla- 
tion, and has not attempted the 
hopeless task of trying to overcome 
a capital shortage by an inflation- 
ary expansion of bank credit, she 
has problems which are created 
or aggravated by an attempt to 
live beyond her means in another 
sense, i.e., to achieve real wage 
levels in industry which are 
higher than the country can af- 
ford, except at the cost of the un- 
employment of a high percentage 
of the labor force. 


In Sweden, which, next to Nor- 
way, is the country where the au- 
thorities have been most firmly 
wedded to the principle of low 
interest rates, and which along 
with France was the country with 
the highest degree of price-infla- 
tion after Korea, the annual in- 
crease in the volume of money 
reached a rate (20%) in 1951 
which was higher than for any 
previous year since the war; in 
1952 the rate of increase has 
slowed down very considerably. 
But here again it is not yet cer- 
tain whether the authorities will 
allow interest rates to rise to the 
level necessary to keep the con- 
trol over the creation of new 
money tight in the long run, or 
whether we are witnessing just 
another interlude of the kind 
which took place at the end of 
1950, when the authorities tem- 
porarily relaxed their policy of 
yong market purchases of securi- 
ties. 


In Western Germany, it was 
found possible, in the spring of 
this year, somewhat to relax the 
stiffer credit conditions introduced 
by the series of measures taken 
in late 1950 and early 1951; it was 
possible to do this while keeping 
prices on an even level, and while 
regaining a surplus position in the 
European Payments Union. The 
budget deficit is, however, at 
present very small, and what will 
happen in the future depends on 
the pace at which rearmament is 
set going and on whether some- 
thing can be done to revive the 
market for capital issues. Al- 
though there are the beginnings of 
a building up of savings in the 
form of bank deposits, and this 
process has enabled credit expan- 
sion to take place recently on a 
fair scale without inflationary 
consequences, there is as yet 
little sign of a willingness on the 
part of the public to invest in the 
long-term securities market. 


Finally, we should notice that 
in some cases, and this is par- 
ticularly true of Belgium, the 
main threat to stability has been 
the danger of importing inflation 
from abroad. In Belgium, 'the fig- 
ures show a relatively heavy: price 
rise ‘in the post-K orean period, 
despite the Belgian authorities’ 
reputation for tight control. The 
inflationary pressure came from 
the financing by the Central Bank 
(through the purchase of gold and 
foreign exchange reserves or the 
granting of credits) of the surplus 
in Belgium’s balance of payments 


| with the members of the European 


Payments Union. The situation 
became very acute in 1951, espe- 
cially during the second half of 
the year, and the National Bank 
reacted by placing limits on the 
amount of credit it was willing to 
give on foreign account, passing 
part of the lending against the 
export surplus on to the Treasury 
and part. of it on to the exporters 
themselves. In addition the gov- 
ernment tried to reduce the sur- 
plus by encouraging imports from, 
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and placing restrictions on, ex- 
ports to the countries of the Eu- 
ropean Payments Union. 

In this brief account we have 
commented on some of the salient 
features in the varied economic 
pictures presented by different 
Western European countries. It is 
true that the past nine or ten 
months have been, over the whole 
area, a period of approximate price 
stability. Such periods have, how- 
ever, occurred before in the post- 
war years, and we cannot yet be 
gure that this time stability has 
come to stay, and that the danger 
of inflation is past. A very favor- 
able development is the reversion 
to the use of the methods of ortho- 
dox monetary policy for combat- 
ing inflation in countries which 
had previously discarded them. 
On the other hand, budget deficits 


are everywhere likely to persist 
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or even increase, 
they can be financed without in- 


flation depends partly on whether | 
the governments are willing to |} 
pay high enough interest rates to #f 


induce public subscription to 


their securities. The inflationary |] 
danger coming from large ex- J 


port surpluses of individual coun- 


tries towards the European Pay- | 
ments Union appears for the |} 


moment to have been reduced. 
The largest and lengest sustained 
surplus position this year has 
been that of Germany. On the 
whole, however, the September 
figures show a closer approach to 
an even balance for most coun- 
tries in the Union than has 
existed for many months. But 
here again we cannot be sure that 
further disturbances from this side 
will not occur in the future. 
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Tomorrow’s 
Markets 
Walter Whyte 


j| you in the end, is to have the 


right stocks at the right time. 
7 * * 


From my desk it looks like 
neither the time, nor enough 
“right” stocks, are available 


li at present. 


[The views expressed in this 
article do not necessarily at any 
time coincide with those of the 


| Chronicle. They are presented as 


As this is being written the 
market is still churning with 
varying groups stepping out, 
while other previously strong 
groups are retreating. It’s a 
pattern that continues to 
smell strongly of a top in the 
making. 

‘* 


X* 3 


Paradoxically, however, any 
well advertised top (or for 
that matter a bottom) in the 
market, is usually suspect. 
It is even probable that the 
anticipated reaction may not 
only be postponed but may 
occur from a higher level. 

co x cd 


At this writing the custo- 
mary averages are either close 
to their recently established 
new highs or just under them. 
I’m well aware that many 
stocks are nowhere near those 
highs. But as most market 
participants watch the aver- 
ages with anxious eyes and 
are frequently swayed by 
them, I assume they act on 
the basis of such averages. 
Now, should these averages 
go through their highs again 
it is not unlikely that a new 
buying spurt will be set off 
that may take these averages 
up another 4 to 5 points. 


% c% % 


It would be nice if such a 
rise would be equally reflect- 
ed in the medium priced 
shares that most traders are 
long of. But that would be 
some kind of a millenium. 
And miracles and markets 
simply don’t mix. 

%* %* % 


All this means that you’d 
better be prepared for another 
burst of buying, accompanied 
by volume, and perhaps even 
with news that may be con- 
sidered favorable. 

% * 

Yet, despite the possibility 
of such an advance, I still 
would refrain from buying 
them at this point. There’s 
been too much “inflation- 
protection” buying up to now 
to consider the market in a 
strong position. A shake-out, 
even though minor, say 5 
points or so, would improve 
the market’s technical posi- 
tion. 


oe 


of % x 

There’s considerable belief 
in some technical circles that 
no markets are through until 
the steels have been given a 
whirl. I don’t know what this 
belief is based on-though I’ve 
been shown “proof” that it 
has occurred in the past. But 
wheiher true or false, the $64 
question that will pay off for 


those of the author only.) 
Bache Opens New 
Dept. in Chicago 


CHICAGO, Ill. — Bache & Co., 
Members New York Stock Ex- 
change, will open a municipal 
bond department in their Chicago 
office, 135 South La Salle Street. 
Edgar S. Beaumont, formerly with 
Braun, Bosworth & Co., has be- 
come associated with the firm as 
manager of the department. 


Lazard Freres to Admit 
Two New Partners 


Lazard Freres & Co., 44 Wall 
Street, New York City, members 
of the New York Stock Exchange, 
on Jan. 1, will admit Charles J. 
Stewart and Howard S. Kniffin to 
partnership in the firm. 


Shearson, Hammill Admits 


CHICAGO, Ill. — Shearson, 
Hammill & Co., members of the 
New York Stock Exchange, on 
Jan. 1 will admit Walter Tintner 
to partnership. Mr. Tintner will 
make his headquarters in the 
firm’s Chicago office, 208 South 
La Salle Street. 
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Kimberly to Be 
Starkweather Partner 








Oliver A. Kimberly 


Oliver A. Kimberly will be ad- 
mitted to partnership in Stark- 
weather & Co., 111 Broadway, 
New York City, members of the 
New York Stock Exchange on 
Jan. 1. Mr. Kimberly is Manager 
of the firm’s trading department. 


Reynolds & Co. Will 
Admit Two Partners 


Reynolds & Co., 120 Broadway, 
New York City, members of the 
New York Stock Exchange, on 
Jan. 1 will admit Walker G. Buek- 
ner and Robert G. Howard, mem- 
ber of the Exchange, to partner- 
ship. 

On Dec. 31 Joshua A. Davis and 
Emmons Bryant will retire from 
partnership in the firm. 
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Securities Salesman’s Corner 


By JOHN DUTTON 


BUILDING AN INVESTMENT CLIENTELE 
(Article 1—Part 2) 
“The Ups and Downs of the Securities Business” 


You can’t blame the people in 
the securities business entirely for 
the fact that greater headway has 
not been made toward enlighten- 
ment of the investing public as 
to what constitutes sound invest- 
ment procedure. There are defi- 
nite signs that there is a general 
unwillingness on the part of se- 
curity bayers to become better 
acquainted with fundamentals. 


In many instances security buy- 
ers expect too much. Time and 
again I have watched people pur- 
chase one good security after an- 
other from a salesman. When 
markets were advancing and busi- 
ness was on the upgrade, most of 
the stocks they bought advanced 
in price. Then along would come 
something that failed to go up 
with the rest of their list, or worse 
still, it went down. Only too often 
would they remind that salesman 
of the one that was lagging be- 
hind, and never mention the many 

buys”. which he brought to 
their attention. 


Lack of Understanding of the 
Business Cycle 


The publie also does not seem 
to understand the business cycle. 
Some people expect the prices of 
stocks to go up forever, Although 
we have had booms and reces- 
sions down through the ages, there 
are always seme. investors who 
wish to believe that this time it 
will be different. Of course, it is 
never different. In 1929 there 
was the “New Era” which turned 
out to be nothing new at all. 
During the New Deal thirties we 
had a managed economy and the 
stock market broke sharply in 
1937, and many stocks declined 
30%. oer more. There was talk then 
that the government could man- 

age everything, but that too was 
a oo illusion: During the past 
10 years we have had war and a 
constant’ shrinkage in the value 
of the dollar, yet we had a sharp 
recession in stock prices in 1946, 
and there is some reason to doubt 
whether prosperity can be per- 


petuated forever, even today. Yet 
many people will not take profits 
when stock prices are at histori- 
cally high levels. Others fear the 
capital gains taxes and some 
would not give up current divi- 
dends. They hope for the best 
when hope is high. 


Sacrificing Safety fer Income 


Many .investors want their cake 
and wish to eat it too. They say 
they want safety yet they look 
around for the high yields. Some- 
times these high returns are only 
temporary — an analysis of the 
security in question would have 
shown its weakness. When wish- 
ful thinking takes the place of 
hard-headed calculation trouble 
lies ahead. Wen these speculative 
stocks pass or reduce their divi- 
dends, the price of the shares de- 
cline. Yet, many of these same 
people will hold on for years, hop- 
ing that they may someday see 
a recovery of the stock to levels 
at which they bought it. Such a 
course leads to losses. 


Snap Jud-~er*<« tMstead of 
Planning 


Impulsiveness and emotionalism 
are also prevalent among many 
investors when they buy a secu- 
rity. Time and again people will 
invest their hard earned money 
with all the abandon that they 
would exercise in putting a five 
dollar bet on a race horse. Lunch 
table gossip, the unsound advice 
of a well meaning friend is only 
too often the total amount of re- 
search and study that is given to 
a commitment in securities. 


Refusal to Take Losses 


Again, it is a well recognized 
fact that many investors refuse to 
take losses even when they are 
clearly justified by a turn for the 
worse in the affairs of a company. 
They will hold on to a weak situa- 
tion and refuse to sell out even if 
it goes lower.and lower. All the 
while they hold to the foolish idea 
that they do not wish to take a 
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loss. They have taken it — they 
are taking it everyday that they 
continue holding on — yet they 
will often sell out their promising 
securities where they have a prof- 
it, and continue to hug their 
“dogs” to their bosoms for dear 
life. 


Lack of Patience 


And then we come to that other 
great virture that must underlie 
all successful investment. Patience 
is its own reward in the invest- 
ment business as well as any- 
where else. Yet, how few people 
will hold on to a good growth 
stock and watch it develop into 
a real profitable investment. They 
sell out too soon. Or they refuse 
to wait long enough. This is espe- 
cially true during the latter stages 
of bull markets. They will buy 
a good growth stock that has real 
promise. Often it will not advance 
in price as soon as other stocks 
which they own. They become 
impatient. They finally sell out 
just at the time when the real 
turn for the better is to take 
place. Study and research are far 
too often completely neglected. 
Letters are rarely sent to the 
management — balance sheets and 
income accounts are thrown into 
the waste basket. About the only 
time that the company ever hears 
from many stockholders is when 
perchance a dividend check hap- 
pens to be sent to a wrong address. 

This may seem like a harsh 


method of sizing up the situatien,. 


but in the broader sense there 
is a great deal of truth in viewing 
the problem in this manner. There 
can be a solution to some of these 
difficulties. In fact, the individual 


security salesman who desires.to: . 


create a clientele of satisfied cus- 
tomers will find that the oppor- 

tunity for doing so is better today... 
than ever before. The road is wide 
ahead, and if you have the pa- 
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Continued from first page 


As We See It 


What Is Required 


We should be wise, however, not to be hasty or care- 
less | in analyzing the prerequisites of the “trade” that is 
required to place Europe on its economic feet. One would 
suppose at times from what is being said over and over 
again in this country that the only problem is that of 
removing artificial and arbitrary barriers which we have 
erected at our ports to the entry of foreign goods. The 
naive observers might even get the impression that thé 
sum total of the need is that of redueing tariffs imposed 
by this country upon the imports of foreign goods. Any 
of these diagnoses, or any others like them, are hardly 
better than childish, or so it seems to us. 

Of course, we do by rates of duty make it very diffi . 
cult in a good many cases for these European peoples té 
enter our markets—where they most of all need to come: 
Not infrequently it is the rate of duty which is an almost 
insuperable difficulty. Sometimes it is nothing more than 
such a rate, directly and openly applied, which is the 
heart of the matter. An overhauling of the rate structure 
is essential if we~wish to permit Europe to earn rather 
than be given the.dollars they seek and need. Of course; 
there are instances at least where such indicated changes. 
would bear heavily upon industries and branches which 
have been developed in this country in past decades as a 


.®esmlt-of the protection carefully provided. The American 


people themselves must, accordingly, arrive at their own 
conclusion.as to what the nation owes the sheltered in- 
dustries:in the premises, but the fact remains and is obvi- 
“eus-that if foreign products are to enter our markets and. 
provide “earned” dollars to replace aid dollars eustems 


—— 


tience to build solidly, the. re~~..rates-must. be reduced. 


wards should be well worth while. 

Next week we will take up cer- 
tain weaknesses that are readily 
discernible when the portfolio of 
the investor in studied and ana- 
lyzed The article will deal with 


the necessity of enlightening *tHfe~~ 


client as to “why” 


Other Factors Involved 
But there is much more in this situation than greets 
the~casual_eye... Antiquated and needlessly compli¢ated 
customs procedures, sometimes purposely so, are also very | 
darriers to the entry of foreign goods. The system 


certain things.~ serous 
should be d The i t 
Minn" inc!" seeenalealesiietion-of goods for customs. purposes and thé 


Many of the causes of investor. 
losses ean be eliminated if the 
rules for success are clearly de- 
fined, and your customers knows: 
what you are both trying to do 
TOGETHER. 

It is not enough to do sige 
“Little Nell” — but “Little Nell’ 
must be educated into knowing 


_ just what constitutes doing right 
. by her. 


EDITOR’S NOTE — The foregoing 


\ te ee emia ertiede ina eatin, he 


first having appeared in our issue of 
Dec. 4, on page 26. The third article 
will be given next week. 


Rotan, Mesle Firm 


To Admit Partners 


HOUSTON, Tex.—Rotan, Mosle 


‘ and Moreland, 705 Travis..Street, 
' members of the New York. Steck 


Exchange, on Jan. 2 will admit 
Edwin G. Cordts of Beaumont, 
James W. Lain of Galveston, and 
C. P. Duson, Jr., William M. Minar 
and Walter M. Sorensen of Hous- 


- ton to partnership in the firm. 


G. H. Walker fo Admit 
Wightman as Pariner 


ST. LOUIS, Mo.—G. H. Walker 
& Co., 503 Locust Street, mem- 
bers of the New York Stock Ex- 
change, will admit Orrin S. Wight- 
man, Jr. to limited partnership in 
the firm on Jan. 1. Mr. Wightman 
has been with the firm for some 
‘time. 





defeetive-manmer-in.which this part of the law is admin-. 


‘stesbbadd further-diffieulties. No revision of tariff rates 


coukk:in, the-nature of ‘the case “be more than partially, 
effective-in reducing the barriers to the importation of 
foreign goods so long as these major impediments are, 
left intact. Claims for the results of the reciprocal trade 
treaties of New Deal origin are often invalid for the 
simple reason that these arrangements did little or nothing 
about the administrative aspects of the case. 
Still other viteltaspects of this situation remain. It is; 

not only in this country that these countries need foreign, 
markets, and it is*tet always and not altogether tariff or 

















J. BARTH & Co. | 


é ESTABLISHED 1883. 


. Members 
New York Stock Exchange San Francisco Stock Exchange 
Los Angeles Stock: Exchange New York Curb Exchange <(Associate- 





*, 


Underwriters, Distributors and Dealers in Corporate, , 
Municipal and Unlisted Securities 


SAN FRAN€ISCO: 464 Montgomery Street 
Telephone DOuglas 2-6400 
Teletypes: SF 138 — Order Dept. SF 230X — Unlisted Sec. Dept. 


LOS ANGELES: 210 W. 7th Street NEW YORK: 24 Wall Street 
Telephone MAdison 6-4681 Telephone Dighy 9-3780 
Teletype NY 1-3466 
. 





PRIVATE WIRE CONNECTIONS BETWEEN ALL OFFICES | 












































Volume 176 


customs barriers which limit the exports of European 
countries to these other lands. Nor is’it altogether arti- 
ficial or arbitrary barriers to the entry of foreign goods 
into our own markets which limit the exports of European 
countries to the United States. In one way or another 
most if not all of these countries restrict or limit their 
purchases from abroad. They encourage exports in vari- 
ous ways. The British have their austerity program, and 
others their own brand of controls to restrict domestic 
consumption. Much of all this has without question borne 
heavily upon the citizens of many countries. They have 
had their burdens to bear the like of which we in this 
country have never directly experienced. 


: Why We Are Reluctant 

It is this fact, doubtless, in part which aecounts for 
the reluctance of many in this country to face the fact 
that at least some of these peoples are~carrying crosses 
of their own making. The ordinary man reads of the 
privations of his British cousin, for example, and finds 
it difficult to say that his counterpart overseas is lacking 
in his endeavors to meet the situation by which he is con- 
fronted. This reaction is natural enough. What is not 
always realized is the fact that what the Britisher has 
done is often to reconcile himself to an exceedingly frugal 
mode of living. That is not enough. What is needed in 
addition, and what, so far as we can see,-has not been 
done, is to take the steps necessary to work his way out 
of the need for such privations; that is to increase produc- 
tion through hard work, careful planning and the full 
utilization of modern techniques and organization. 

It would be interesting to know just how much Euro- 
pean exports to this country would increase were there 
no tariffs at all in the way. In some lines without doubt 
there would be sharp increases, but we suspect that the 
overall total would not be nearly so large as supposed. 
With a few exceptions, European peoples are so far behind 
in the modern techniques of large-scale production that 
they would find it difficult to lay down their wares in 
this country in competition with the alert and well-man- 
aged modern factory here. Again with certain exceptions, 
what the European has failed to do for a good many 
decades, but most particularly perhaps since World War II, 
is to enter competitively in the race to produce in vast 
abundance at low cost—and to do so at the expense of 
long hard work and surrender of his time-honored customs 
of management. 

This type of failure is hurting him not only in his 
efforts to reach this market but also in other parts of the 
world. Correction of these infirmities is not easy, but it 
is the only way which in the long run is likely to be suc- 
cessful. 
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To Assume New Posts 
At Deremus-Eshleman 


PHILADELPHIA, Pa.—Philip R. 
Livingston will assume the post 
of Production Manager and Barry 
E. Thompson that of head of the 
Art Department when the merger 
of the Philadelphia office of Dore- 
mus & Company and The Ben- 
jamin Eshleman Company be- 
comes effective Jan. 2, 1953. 

Mr. Livingston has been asso- 
ciated with Doremus & Company 
since 1947 when he joined the 
Philadelphia office as an account 
executive. Prior to joining Dore- 
mus he was associated with a 
Philadelphia accounting firm. 

Before joining The Benjamin 
Eshleman Co. in 1945, Mr. Thomp- 
son was associated with the Art 
Department of the Al Paul Lefton 
Co. for 10 years. Prior to that he 
was connected with the F. Wallace 
Armstrong agency. 
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Peter Morgan Sells 
Gulf Sulphur Shares 


Peter Morgan & Co. on Dec. 16 
announced that its recent offering 
of 225,000 shares of Gulf Sulphur 
Corp. common stock at $3 per 
share has.been completed, all of 
said shares having been sold. 

Procéeds from the sale of the 
shares will be used to provide 
funds required for the purchase of 
machinery and equipment neces- 
sary for exploration and drilling 
of 30 wells on concessions in 
Mexico and to pay for advances 
already made for drilling. The 
balance will be used for working 
capital. , 


R. E. Watson Joins 
A. M. Kidder in Fla. 


(Special to THe Financiat CHRONICLE) 


TALLAHASSEE, Fla. — Ray- 
mond E. Watson has become asso- 


NEW ENGLAND 
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ciated with A. M. Kidder & Co., 
members of the New York Stock 
Exchange, as manager of their 
newly opened Tallahassee office 
in the Hotel Floridan. Mr. Watson 
was formerly representative for 
Research-Distributing Corporation 
and prior thereto was associated 
with the Keystone Company of 
Boston. In the past he was asso- 
ciated with several Florida firms 


On Jan. 1, Joseph Walker, Jr. 
will become a partner in Joseph 
Walker & Sons, 120 Broadway, 
New York City, members of the 
New York Stock Exchange. 


William M. Rex Robert G. Rows 
Paine, Webber, Clark, Dodge & Co., Strow. & Company, 
Jackson & Curtis, New York City . Incorporated, 
Boston Philadelphia 
Joseph Walker Admits Gruntal to Admit 


Gruntal & Co., 25 Broad Street, 
New York City, members of; the 
New York Stock Exchange, will 
admit Albert M. Hartig to part- 
nership Jan. 2. 








and was an officer of Carlberg & 
Cook, Inc. of Palm Beach. 


M. C. Kielsmeier With 
Hannaford & Talbot 


(Special to Tme FinaNncraL CHRONICLE) 


SAN FRANCISCO, Calif.—Mar- 
cus C. Kielsmeier has become as-~- 
sociated with Hannaford & Talbot, 
519 California Street. Mr. Kiels- 
meier was formerly Palo Alto 
manager for J. Henry Helser & 
Co. with which he had been asso- 
ciated for a number of years. 


Three With Harris, Upham 


(Special to Tue Frnanciat CHRONICLE) 


SAN FRANCISCO, Calif. — 
Ramsay Browne, Jess J. France, 
Jr., and John T. Raggio have be- 
come associated with Harris, Up- 
ham & Co., 232 Montgomery St. 
Mr. Browne was previously with 
Sehwabacher & Co. Mr. Raggio 
was with Francis I. du Pont & Co. 


Joins Merrill Lynch 


(Special to Tae Financiat CHRONICLE) 


LOS ANGELES, Calif.—Paul H. 
Darrow has become affiliated with 
Merrill Lynch, Pierce, Fenner & 
Beane, 523 West Sixth Street. He 
was formerly with E. F. Hutton 
& Company. 
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With J. A. Hogle 


(Special to Tue Frnanciat Carontct) 
SAN DIEGO, Calif.—Stefan X. 
Bagrowski has joined the staff of 
J. A. Hogle & Co., 1030 Sixth Ave- 
nue. Mr. Bargrowski was pre- 
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viously connected with King Mer- 
ritt & Company, Inc. 





@ taxpayer's gross sales are not 
Only his income (arrived 

at after deducting from sales re- 
the cost of goods sold) is 
subject to income tax. This the 
courts have repeatedly said is a 
Constitutional right—not a matter 
@f statutory grace. Another appli- 
cation of this rule came up in a 
recent case. As you know, 
anions a three-year statute of 
Mmitation runs against the Com- 
of Internal Revenue 

he seeks to make an addi- 
assessment. However, where 
taxpayer understates his gross 
imcome by 25%, it is a five-year 
Statute of limitations which ap- 
Taxpayer had failed to in- 


fhe Commissioner could make no 
assessment because 

barred the three-year statute 
ef limita The taxpayer said 
five-year statute did not _ 

n- 


. So there is the 
situation very clearly defined. 


Deductibility of Alimony and 
Separation Payments 

One of the largest sources of 
tax litigation during the past dec- 
ade came out of the law which 
permitted deductibility of so- 
called y payments by a 
husband to a wife. To the extent 
the wife has to report the pay- 
ments as income the husband gets 
the benefit of deduction. Briefly, 
where a husband and wife are di- 
vorced or legally separated, peri- 
odic alimony payments (whether 
made at regular intervals or not) 


subsequent to the decree are de- 


ductible by the husband and re- 
portable by the wife if the pay- 
ment is made pursuant to the de- 
cree, or pursuant to an agreement 
entered into incident to such di- 
vorce or separation. A lump sum 
settlement payable in instalments 
over a period of more than ten 
years is considered periodic pay- 
ment. 


Most divorces or separations 
wind up with a separation agree- 
ment. Sometimes such separation 
agreement is made during the le- 
gal proceedings — sometimes be- 
fore—sometimes after. Sometimes 
the agreement is referred to in the 
later divorce or separation decree; 
sometimes it is not. Naturally, 
almost always, the husband wants 
to obtain the tax deduction, but 
the wife does not want to report 
the income. Hence, the constant 
conflict. 


Briefly, it might be said that if 
at the time the separation agree- 
ment is made, or at any time be- 
fore, the parties spoke of a con- 
templated divorce or legal separa- 
tion, the Court will probably hold 
that the separation agreement was 
incident to the decree of divorce or 
separation, regardless of whether 
that fact is mentioned in the de- 
cree or not. Payments made pur- 
suant to a separation agreement 
before the divorce or separation 
decree are not deductible by the 
husband or reportable by the wife. 
And payments made under an 
agreement not incident to a legal 
separation or divorce are not de- 
ductible either. 


Now let us say that a husband 
is making payments to the wife 
pursuant to a separation agree- 
ment which was incident to the 
decree, and for some reason or 
other the husband and wife want 
to modify the agreement so as to 
permit the husband to make larger 
or different types of payments. 
Sometimes the former husband 
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gets overly generous, or sometimes 
the children bring this about. If 
this is contemplated, be extremely 
careful. The husband might lose 
his right to the deduction and the 
wife might not have to report the 
alimony as income. Some cases 
have gone this way. 


The reason is that the obligation 
of the husband created under the 
new agreement is not essentially 
made incident to the decree of 
divorce or separation; hence great 
care and thought must be given 
to each situation as it arises. One 
last word on this subject. Nearly 
everybody has attorneys’ fees 
when involved in a divorce or 
separation. Generally, attorneys’ 
fees in such proceedings are not 
deductible. However, insofar as 
the wife’s attorneys’ fees are con- 
cerned, that portion which is 
properly attributable to the pro- 
duction of the alimony or the col- 
lection thereof is deductible. It 
cannot at this time be said with 
the same degree of certainty that 
the husband’s attorneys’ fees in 
opposing the amount or amounts 
of alimony are likewise deductible. 


Abandonment Losses 


In recent years not too many 
cases have come before the Courts 
dealing with the deductibility of a 
loss from abandonment. Perhaps 
with there being more business 
declines and unstable economic 
conditions, abandonment losses 
will more and more arise. The 
importance of an abandonment 
loss is that it is deductible in full 
as an ordinary loss deduction, de- 
ductible in full from ordinary in- 
come—even though the asset 
abandoned is a capital asset. In 
other words, if a capital asset is 
sold or exchanged, the loss would 
have to be treated as a long-term 
or short-term capital loss, depend- 
ent entirely on the holding period. 
A capital loss may be deductible 
only against capital assets, or or- 
dinary income, up to a maximum 
of $1,000 in any one year. But 
where the capital asset is aban- 
doned, the loss can be deductible 
against ordinary income as well 
as capital gains. An example of 
this was clearly portrayed in a 
recent Tax Court case, where the 
taxpayer (a partnership) made 
capital improvements on leased 
property. The Court held that for 
the first year and a half the tax- 
payer was able to deduct the de- 
preciation over the life of the as- 
sets and then the balance of the 
cost for the improvement could 
be deducted immediately in full 
because the taxpayer then aban- 
doned the leasehold. 


l| Deduction in Wrong Year by An 
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Accrual Basis Taxpayer 


How to obtain a deduction for a 
deductible item which never ex- 
isted is a good trick. Occasion- 
ally it happens. In a recent Tax 
Court case, the Taxpayer in 1940 
deducted from income a state 
sales tax. It did not pay the tax, 
but contested its liability. In 1943, 
the local State Supreme Court 
held that it was not liable for 
the tax. Hence, it did not have to 
pay it. The Commissioner of In- 
ternal Revenue then determined 
that such amount should be in- 
cluded in income in 1943 for the 
reason that Taxpayer had re- 
ceived a tax benefit in 1940 from 
the deduction. The Tax Court 
held that a controverted obliga- 
tion is not accruable until the dis- 
pute is settled even though the 
dispute is one of law. The deduc- 
tion by the Taxpayer in 1940 was 
clearly erroneous. An erroneous 
deduction taken in a prior year 
may not be treated as income of 
a later year. The so-called tax 
benefit rule does not apply here. 
That rule applies only where a 
deduction properly taken in a 
prior year, resulting in a tax bene- 
fit, is adjusted in a later year. 
Ordinarily, such adjustment will 
result in income to the extent of 
the tax benefit previously re- 


ceived. But such rule does not 


apply where the deduction in the 


earlier year resulting in the tax 
benefit was clearly erroneous. 
The fact that the earlier year can- 
not be corrected because of the 
running of the statute of limita- 
tion cannot be availed of by the 
Commissioner of Internal Rev- 
enue. 


Bonus Payments te a Widow 

In the Revenue Act of 1951 a 
provision was made that all pay- 
ments made under express con- 
tracts by reason of the death of 
an employee to the named bene- 
ficiary of the employee were de- 
ductible by the employer and not 
includible in the income of the 
beneficiary up to a maximum of 
$5,000 per employer. Thus, if a 
man had contracts like that with 
each of his corporations, there 
could be $5,000 of tax free bene- 
fits to be received by the bene- 
ficiary from each corporation. 


But what about a company 
which wants to make a gratuitous 
bonus payment to the widow of 
an employee in excess of $5,000? 
Is that deductible by the corpora- 
tion? The Courts have constantly 
said “Yes.” Is it income to the 
widow? A recent Tax Court case 
said “No.” In this case, a highly 
paid employee of long standing 
died. There was no contract or 
policy to pay the deceased em- 
ployee’s estate or widow any 
further sales or tax bonuses. The 
corporation, after determining 
that the widow was not financially 
secure, paid to her what would 
have been her husband’s salary 
and bonus if he had lived during 
the remainder of the year. These 
payments totaled $67,000. The Tax 
Court held that since there was 
no legal obligation to pay the 
salary or gift after the death of 
the husband, the payment was a 


gift, and as such, would not be 
income to the widow. 


Net Operating Carry-Back Lesses 
Statute of Limitations 


What I have to say on this sub- 
ject may sound a little compli- 
cated or confused—but it involves 
a point which should be kept in 
mind. In a recent case which in- 
volved the calendar year 1944, the 
corporate Taxpayer filed its re- 
turn March 15, 1945. Ordinarily, 
the statute of limitations against 
a deficiency assessment would 
run out March 15, 1948, three 
years later. Where the corpora- 
tion transfers its assets to a 
stockholder who becomes liable 
as a transferee, an additional year 
is permitted to make the assess-~- 
ment against the transferee. This 
would have brought the date to 
March 15, 1949. The Commis- 
sioner sent a notice of deficiency 
in March of 1950. Hence, the 
statute of limitations had run. But 
in 1947 as a result of a net oper- 
ating loss in 1946, the Taxpayer 
had received a refund for the 
year 1944. The Commissioner said 
that the statute did not run until 
1951, which was four years from 
March 15, 1947, the date for filing 
the 1946 return. The deficiency 
which the Commissioner claimed 
for the year 1944 arose out of old 
tax matters in the year 1944. It 


did not arise out of anything in 
the 1946 net operating loss carry- 
back. The Court held that the 
Commissioner made the deficiency 
too late,—that anything which 
arises from the audit of the orig- 
inal return was barred at the end 
of four years. If the item giving 
rise to the proposed deficiency 
had arisen from an adjustment in 
the net operating loss which was 
carried back from 1946 then the 
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Property Held Primarity for Sate 
So" Cuntucstes: in Sue Sigpuler 
Course 


A dietaia which is encountered 
quite frequently by people who 
handle quantities of securities or 
real estate is whether the person 
is a dealer in real-estate or a 
dealer in sécurities. If he is, then 
any gain or loss from a sale is 
generally taxable or deductible in 
full. Otherwise, the gain is 
treated as a capital gain, whereas 
a loss might be a capital loss, or, 
if Section 117(J) applies, it is de- 
ductible in full. Many, many 
cases deal with this subject. Of 
course, if the asset is a capital 

there is no problem, such as 
in case where the Taxpayer 
merely holds the asset at all times 
for investment, and for no other 
purpose. But many times a Tax- 
payer will deal in securities or 
property for his own account and 
risk, at the same time as he is a 
dealer in-the same type of assets 
held primarily. for sale to cus- 
tomers in the regular course of 
business. Thus, those who hold 
for investment or speculation on 
their own account are not gener- 
ally considered “dealers,” and 
they would not be permitted to 
compute income on the inventory 
method. Such assets would nor- 
mally be considered capital as- 
sets—or at least might obtain the 
benefit of Section 117(J). On the 
other hand, those assets acquired 
and held primarily for sale to 
customers in the ordinary course 
of business are specifically ex- 
cluded from capital assets by 
statutory definition and are also 
specificall y excluded from the 
benefits of Section 117(J). But, of 
course, assets originally acquired 
and held for either purpose may 
be freely appropriated to the other 
purpose at the. discretion of the 
Taxpayer exercised in good faith. 
It is this very last. proposition 
which can be dangerous. In sev- 
eral recent cases, the Tax Court 


held against the Taxpayer where 


unquestionably the Taxpayer ac--. 


investment. In each of these cases, 
Taxpayer after holding the asset 
for several years decided to sell 
off the assets, and thereafter did 
so. The Court said that during the 
time it was selling off the assets 
the Taxpayer was holding them 
primarily for sale to customers in 
the regular course of business. As 
such, the Court said the assets 
were neither capital assets nor 
entitled to the benefits of Section 
117(J) and all gain was treated 
as ordinary income. A severe con- 
clusion, to say the least. 


Medical Expenses 


For the most part over the 
years taxpayers have not been 
successful in obtaining deductions 
for medical expenses when they 
were slightly off the beaten path. 
But one taxpayer obtained a re- 
fund in a district court case re- 
cently. In this case the taxpayer 
was almost wholly disabled. She 
was unable to use ordinary and 
regular means of transportation to 
get around. She required special 
assistance, and had extreme dif- 
ficulty in moving about. Her 
doctor advised her to seek re- 
munerative employment as and 
for occupational therapy. In order 
to carry out the directions of her 
doctor, she sought and obtained 
employment. In doing so, she en- 
gaged a driver of a taxicab to 
help her and transport her be- 
tween her home and her place of 
employment. The Court held that 
since her employment, at all times, 


was part of her occupational 
therapy at the direction of her 
physician, the expenditures for 
the cab transportation essential 
thereto were to be included as 
part of the cost—and was there- 
fore a medical expense. On this 
basis it was deductible as a medi- 


cal expense. A refund was or- 
dered. 


People who on doctor’s advice 
go to Florida or Arizona for their 
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health ought to give heed to the -—— ror one 


purport of this decision. 


Censtructive Receipt 

The doctrine of constructive re- 
ceipt is fairly well known to all 
of us. Sometimes it is good for us 
—sometimes it is bad. One recent 
taxpayer found out how bad it 
was. He was 50% owner of a cor- 
poration, the remaining 50% be- 
ing owned by another corporation. 
On Dec. 23, 1946 the corporation 
declared a dividend of $50,000, 
payable Dec. 31, 1946. During the 
afternoon of Dec. 31, two dividend 
checks of $25,000 each were 
signed by the corporate treasury. 
One was delivered by hand to the 
cashier of the other corporate 
stockholder, who deposited and 
collected it the same day. The 
other was mailed to taxpayer’s 
home; received by him in Janu- 
ary, 1947. It was held that since 
the taxpayer could have obtained 
the check on Dec. 31, 1946 and 
could have cashed it on that day, 
it was unconditionally available 
to him, and should have been 
taxed to him in 1946. 

The moral of the story is, have 
the dividend payable on Jan. 1 of 
the succeeding year. Then there 
is no problem. 


New Firm Name to Be 
Cady, Roberts & Go. 


On Jan. 1 Everett’ Ware Cady 
will become a partner in Roberts 
& Co., 488 Madison Avenue, New 
York City, members of the New 
York Stock Exchange, and the 
firm name will be changed to 
Cady, Roberts & Co. Mr. Cady 
was formerly a limited partner of 
Carl M. Loeb, Rhoades & Co. 


With Stewart Eubanks 


(Special to Tue Financrat CHRONICLE) 


SAN FRANCISCO, Calif.— 
P’<nard D. Good has become asso- 
ciated with Stewart, Eubanks, 
Meyerson & York, 216 Montgom- 
ery Street, members of the San 
Francisco and Los Angeles Stock 
Exchanges. Mr. Good was formerly 
with Mitchum, Tully & Co. 


Pedolsky Opens 


(Special to Tae FrnancraL CHRONICLE) 


POUGHKEEPSIE, N. Y.—Sam- 
uel Pedolsky has opened offices at 
192 Main Street to engage in a 
securities business. Mr. Pedolsky 
was formerly engaged in the se- 
curities business in Poughkeepsie 
as an individual dealer and was an 
officer of Markley & Co., Inc. 


Wilson, Johnson Adds 
(Special to Tue Financia, CHRONICLE) 
SAN FRANCISCO, Calif.— 
Alden M. Howells has been added 
to the staff of Wilson, Johnson & 
Higgins, 300 Montgomery Street. 


T. D. O'Neil With 
J. Barth & Co. 





T. Donald O’Neil 


(Special to Tue Financia, CHRONICLE) 


LOS ANGELES, Calif.—T. Don- 
ald O’Neil has become associated 
with J. Barth & Co., 210 West 
Seventh Street. Mr. O’Neil was 
formerly with Wagenseller & 
Durst and prior thereto was with 
Cohu & Co. and was trading man- 
ager for Morgan & Co 
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John Hay Thomas J. Reis 
Singer, Deane & Merrill, Turben & Seasongood & Mayer, 
Scribner, Pitisburgh Co., Cleveland Cincinnati 
Joins Thomson McKinnon With Geo. Eustis & Ca. 


(Special to Tue FinanciAL Curonticie) 
SHELBY, N. C.—Ralph E. Ran- 
dall has become associated with 
Thomson & McKinnon, Webb 
Building. Mr. Randall was form- 
erly with Harris, Upham & Co. in 
their Charlotte, N. C. office. 


J. Warndorf has become associated 
with Geo. Eustis & Co., Traction 
Building, members of the Cihcin- 
nati and Midwest Stock Ex- 
changes. 
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Continued from page 9 


. Investing 


tween the two types of funds 
which may affect investment 
thinking, is that the beneficiary of 
a Pension Pian trust looks only 
to the amount of pension benefits 
he expects to receive, not to the 
size or the composition of the fund 
that is expected to produce such 
benefits, while the participating 
employee of a Profit Sharing fund 
is mot only aware of the exact 
amount of cash _ periodically 
credited for his benefit but is also 
informed at least annually of his 
proportionate share of the entire 
fund so that intermediate invest- 
ment results are of more than 
passing importance to him. 
When a trustee is investing 
Profit Sharing funds, he is in- 
vesting the “incentive payments” 
belonging to numerous individuals. 
There would be little reason for 
employees to exert their best ef- 
forts to help create profits if such 


wv were subsequently dissipated 


part through investment losses. 
Moreover, payments from Profit 
Sharing funds are often lump sum 
payments requiring the liquida- 
tion of a proportionate part of the 
whale fund. Such payments can- 
not be accurately anticipated be- 
cause they may accrue as the re- 
sult of death, disability, dis- 
charge, or resignation; it is only 
in anticipation of retirement that 
distribution can be effected in an 
orderly manner. As the number 
of employees is usually reduced 
during periods of depression, it is 
possible that substantial liquida- 
tion may occur during periods of 
depressed security markets. 

The foregoing is not said with 
the idea that the best investment 
policy for profit sharing trusts 
would be to confine investments 
to government bonds or other so- 
called riskless securities. On the 


for Pension and 
Profit Sharing Trusts 


contrary, every effort should be 
exerted toward building up these 
individual nest-eggs; but in for- 
mulating investment policy and in 
the continued supervision of these 
investments, the trustee must keep 
in mind the problems inherent in 
these profit sharing funds, and 
emphasis must be placed upon the 
timing of investments and sales— 
with more emphasis on the short- 
to-medium tern: outlook for the 
economy and the markets rather 
than the long-term outlook. 
Participants in profit sharing 
funds also have possibilities for 
appreciation in their fund apart 
from any income or capital gains 
which might be the result of in- 
vestment activity—that is, in their 
proportionate share of forfeitures 
arising from severance payments 
to employees prior to the full 
vesting of the account. Many plans 
vest their interests gradually over 
a period of years, and in compa- 
nies having a substantial labor 
turnover such forfeitures may be 
quite substantial in relation to the 
interests of the remaining partici- 
pants. From this standpoint, a 
profit sharing fund might have a 
lesser representation in equities 
than a pension plan trust and at 
the same time have equal or even 
greater enhancement possibilities. 
There is one question of invest- 
ment policy that is almost always 
raised: whether it is desirable to 
include company stock in the in- 
vestment portfolio. Some compa- 
nies have hesitated to authorize 
the purchase of their own stock 
in pension plan trusts because of 
the eggs-in-one-basket theory and 
because in periods of reduced 
earnings, dividend income to the 
trust from this investment is likely 
to be meagre, and market value 
lower, which situation might re- 
quire increased contributions from 
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the company at the very time 
when it is financially least able 
to afford increased cash outlays. 


Profit —- plans, however, 
differ in that they are primarily 
incentive plans; and the very fact 
that the employee has two avenues 
of possible profit when the fund 
holds company stock is in itself 
a strong argument for the pur- 
chase of company stock. Further- 
more, an employee is more likely 
to appreciate the reasons for busi- 
ness recessions in his own com- 
pany, which are reflected in 
lower market values, than would 
be the case if the stock of a com- 
pany not known to him suffered 
a like decline. 


Investment policies governing 
Profit Sharing trusts would be ex- 
pected to vary considerably with 
the size of the company and the 
type of participant. In other 
words, a plan covering several 
thousand hourly - rate workers 
would present the need for a 
more conservative overall policy 
than would be required in the 
plan of an advertising agency or 
a brokerage firm where the rela- 
tively few participants would have 
a closer community of interests 
and perhaps be more cognizant of 
investment risks and rewards. 


Pension Fund Trusts 


My experience in the invest- 
ment activities of Pension Plan 
trusts has led me to believe that 
while there are definite invest- 
ment trends developing, there is 
at this time no typical investment 
pattern for such trusts. I recently 
saw a report, published by an 
actuary, which gave the asset dis- 
tribution of selected typical pen- 
sion trusts. I do not know the 
source of this study, but here are 
the perecentages, for what they 
may be worth: 


U. S. Government bonds 33% 
Corporate bonds____.__... 30 
Common stocks____._-___ 23 
Preferred stocks________- 7 
Re in cnet odace 7 


One of the large pension trusts 
which our bank administers is 
currently invested as follows: 


U. S. Government bonds 15.7% 
Canadian bonds_____-_-~- 2.1 
Corporate bonds____--_- 32.9 
Common stocks________- 36.3 
Preferred stocks_______ 8.9 
4.1 


These figures are based upon 
market values, not cost prices. The 
stocks held in this portfolio show 
an appreciation of approximately 
30% over cost; on the basis of 
their cost prices, and costs on the 
other securities held, the common 
stocks represent 30% of the port- 
folio. 


This distribution of assets is 
probably indicative of our present 
investment policy with respect to 
sizable Pension Plan trusts that 
have been established for a con- 
siderable length of time and into 
which substantial continuing con- 
tributions are expected over a long 
period of time. However, this as- 
set distribution does not neces- 
sarily represent an investment 
policy to be applied to all Pension 
Plan trusts; each trust has its own 
peculiarities and objectives, and 
in many accounts sole investment 
responsibility is not lodged with 
the Bank. 

The purchase of common stocks 
with so sizable a percentage of a 
Pension Plan’s funds, has become 
a widely accepted investment 
practice only within very recent 
years. As I mentioned previously 
in this talk, it was not until the 
-1940’s that either trustees or 
donor-corporations, generally, be- 
gan to think seriously of equities 
as a medium for Pension funds, 
and the idea did not gain any wide 
favor until the very last part of 
the decade. Since 1949, however. 
there has been a very decided 
trend toward increasing equity in- 
vestments; almost without excep- 
tion, corporate management has 
become more stock-minded in the 
last few years, and more willing 
to have the Funds assume the riks 
inherent in stock purchases in 


order to obtain both the increased 
income and also the protection af- 
forded both income and principal 
against the effects of inflationary 
trends. 


We have also noticed an increas- 
ing interest, on the part of man- 
agement and trustees, in other 





types of investment that afford 
something better than the going 
rate of return obtainable on mar- 
ketable corporate bonds. Many 
pension trusts are participating in 
private placements; conditional 
sales contracts on equipment; sale- 
and-lease-back agreements; mort- 


Composition of P/P/T Assets as of July 31, 1952 
COMMON STOCKS 





CLAS8S— % Commen % Total 
Aircraft and Air Transport___.__-._-------- 03% 0.1% 
pe RS BR ee 5.1 1.5 
Building Construction Materials, Paint, Glass 3.5 1.0 
CSigeRe ee Sh connondnranan 10.9 3.1 
Drugs and Pharmaceuticals__._.._...-_---- 1.6 0.5 
PCO) DE o.oo nwa petmage 2.9 08 ” 
Electric Light and Power____.....-.------- 15.0 4.3 
ER EA LOO LD i ia. RE a Sat 2.5 0.7 
gE ae fl RE Lia AME igh ae SS OB a ' 63 18 
Food and Household Products______..------ 6.3 18 
Machinery & Metal Products (incl. Can Cos.) 3.4 1.0 
DE 5s occ cb coennsrepamepuee 5.0 1.4 
ND NS eee oe oe nn eaneademnemenn 46 13 
Sey HD on ok tbnanesae ee tobatone 1.6 0.4 
Oil Production and Refining---_..--_-------- 15.2 43 
Paper, Printing, Publishing -......_-------- 43 12 
ER Vi a pte by ad 0.8 0.2 
RR RRR IRR ep ites Ais is es tak 3.2 0.9 
pi RS RE PR na ds a 0.1 tnt 
Temsmes and Pepres. ..-.....--6 tS 2.2 0.6 
ay Ge TENGE o> Docc poccsoosethaainnn 0.9 0.3 
BEE Jeet nhdcccbel cobebbodsctbeaabae 1.1 0.3 
PEUOGIIONISOUR. +2356 Se kcddoscccccdecaweontes 3.2 0.9 

Wate Came & oketcbcseonensuwdebaboadee 100.0% 28.4% 
PREFERRED STOCKS 

CLASS— % Preferred % Total 
PER VEE Fe See CRE SS dee PES ee Oe 3.9% 03% ,. 
Eiectric Light and Power___.........-.-_-- 208 14 
PE SS Bel ddacdbadbaGudbondwokbdobnwoe 3.2 0.2 
DEED neti desasbhotdoedbaedciecwldcabuioaua 62.1 4.3 
8 RR CR ME eee PR EPP PTT 10.0 0.7 

De POGREEEEE wedccidéswuneotdbenabamed 100.0% 9% 
BONDS 

CLASS— % Bonds % Total 
SS ee ee 32.6% 19.6% 
ee Gepvenmeee 60... dove oe dbooatndsens 1.9; 1.1 
IN hathnle a6 cceedierdeks A crglalics andhepasddnavenabiientl 5.3 3.2 
Electric Light and Power__......--..--.-.- 17.9 10.7 
Telephone and Telegraph_____-..____--__- - “8% 2.2 
REM ERy i  A- aR ee e 8.0 48 
IY” sh”); <s-cr inen te thd inten cnendnes eee apenanesammeeninéaen 30.7 18.4 

ye EST ee SE SE 100.0% 60.0% 


MISCELLANEOUS 


CLASS— % Miscellaneous % Total 


es: Sn, ee ee 17.6% 08% 
Seen. PAS PCOMIREUN, onion etcbbcsandas 82.3 3.9 
igen te Rb a ET EI Ee SA 0.1 oi 

Total Bileseliameous ..................... 100.0% 4.7% 
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gages on industrial, commercial, 
and other income-producing prop- 
erty; oil payment contracts, and in 
some cases oii royalties; and in 
many other assets that we would 
classify as calculated risks. 


Investment of Relatively Small 
Pension Contributions 


One of the investment problems 
very often encountered, is how to 
invest relatively small pension 
contributions. Suppose the ini- 
tial contribution is $100,000 or 
less, and continuing annual con- 
tributions are to be in like 
amounts. In such cases we would 
likely make an initial commitment 
of not more than 15% to 20% in 
equities, and the stocks selectéd 
would be utilities or consumer 
industry stocks. The bond portion 
of the portfolio would be more 
heavily weighted with government 
bonds than would be the case in 
a larger account. 


As the trust grew, we would 
expect to increase both the pro- 
portionate amount and the diver- 
sification @f the common stocks. 
We would also expect to reduce 
the proportion of government 


bends in favor of higher-yield cor- 
porates. These progressive shifts 
could be accomplished as new in- 
vestment money was received. 

In conclusion, you may be in- 
terested in the following figures 
showing the composition of the 
assets which this bank. held. as 
trustee for pension plan and profit 
sharing trusts on July 31, 1952, at 
the market values of: such assets 
on that date. . These figures are 
not ‘weighted in any way; in their 
computation, no distinction was 
made between pension. plan. and 
profit sharing accounts, and -no 
consideration was given to such 
factors as the size of the various 
accounts, the degree of invest- 


ment responsibility lodged with 
the bank, ete. 


With F. L. du Pont 


(Special to THe FinanciaL CuHronicie) 
CHICAGO, Ill. — Edward Flan- 
nigan is now associated with 
Francis I. du Pont & Co., 208 South 
La Salle Street. He was previ- 
ously with Faroll & Company. 
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Eq ities vs. Mortgages as 
Savings Bank Investment 


maximum for all stocks, and in- 
vestment in equities is a new ex- 
perience for mutual savings banks. 


Individual Bank Policies 


The relative attractiveness of 
equities and mortgages will differ, 
furthermore, as between individ- 
ual savings banks. 


Equities are most attractive for. 
banks with a relatively large sur- 
plus. In the first place, such banks 
have to pay the Federal income 
tax on retained earnings, and so 
benefit fully from the very favor- 
able tax position of dividend in- 
come. Secondly, such banks are 
in better position to incur the 
risks of equity investment, hav- 
ing a larger surplus to absorb pos- 
sible losses and market deprecia- 
tion. 


tquities are also attractive for 
banks with a relatively low ratio 
of mortgages to total resources. 
For such banks, equities provide 
a supplementary source of in- 
creased income. 


rélatively low surplus ratio ‘and az: 


Conclusions 


We may thus conclude that, at- 
tractive as equities are from the 
yield and tax standpoints for many 
savings banks, stocks can divert 
at most only a relatively small 
amount of funds from mortgage 
lending by these institutions un- 
der existing conditions. 


.For one thing, statutory limi- 
tations severely constrict the 
amount of equities savings banks 
can: buy--Secondly, the risks that 
attach to equity investment will 
cause.some savings banks to re- 
frain-from making equity invest- 
ments in any considerable amount 
and others to spread what pur- 
chases they do make over a pe- 
riod of years. 

Equity investment is more com- 
petitive with mortgages in some 
banks than in others. It is most 
competitive in banks that have a 
large surplus and that have a rel- 
atively smaller percentage of re- 
sources eomed in higher yielding 


Fe Aig & ST 


On the other hand, stocks- steko 
least attractive to banks with” a 


Over the longer run, investment 


in equities by mutual savings 


high mortgage ratio. Such banks: spanks ~aswell as their larger pur- 


are not concerned with the. tax-. ‘chases. “of eorporate and tax-ex- 


problem, they obtain a relatively: * 


large income from mortgages, and 


they are’ likely to want to mini-* 
mize the risks they incur on their’ 
A fact fur-' 


security investments. 
ther lessening the attraction of 
equities to these institutions is 
that equity holdings must be val- 
ued at cost or market, whichever 
is lower, in examinations, so that 
a charge would be made against 
surplus accounts by bank exam- 
iners in the event a decline in the 


market value of stocks held ex- 
ceeds the reserve which has been 
set up. 

Mortgage bankers will want to 
appraise the position of the indi- 
vidual savings bank, therefore, in 
determining whether or net the 
authority to buy equities is likely 
to lessen its interest in mortgages 
even to a limited extent. 





MEMBER LOS 





_ BATEMAN, EICHLER & CO. 


| 
| 
| | Investment Securities | 
| 453 SOUTH SPRING STREET | 
| LOS ANGELES 


Pasadena 
28 NORTH GARFIELD 


ANGELES 


13 





STOCK EXCHANGE 














Members Los Angeles and San Francisco Stock Exchanges 





‘eihpt “bonds this year, indicates 
that competition among available 
investment outlets for savings 
‘bank funds is increasing. Should 
the quality and yields of the mort- 
gage loans offered savings banks 
fail to come up to their require- 
ments, therefore, these institu- 
tions will be under less pressure 
to make such loans merely to keep 
their funds invested. But so long 
as a good supply of sound mort- 
gages at reasonable yields con- 
tinues to be available to savings 
banks, no other type of invest- 
ment is likely to threaten the pri- 
mary position that mortgage lend- 
ing occupies in their portfolios 
today. 


Seymour Katzenstein 
Hirsch Go. Partner 











Seymour Katzenstein 


On Jan. 1 Seymour Katzenstein 
will be admitted to partnership in 
Hirsch & Co., 25 Broad Street, 
New York City, members of the 
New York Stock Exchange. Mr. 
Katzenstein is Manager of the 
firm’s statistical department. 


Waddell Reed Adds 


(Special to THe FINANCIAL CHRONICLE) 
KANSAS CITY, Mo.—John B. 
Robbins is now affiliated with 
Waddell & Reed, Inc., 1012 Balti- 
more Avenue. 


Grimm Adds to Staff 


(Special to Tue FinanciaL CHRONICLE) 

ORLANDO, Fla. — Murray S. 
Long has become affiliated with 
Grimm & Co., 65 East Robinson 
Avenue. 


(2419) 95 


IBA 


CENTRAL STATES 


GROUP CHAIRMEN 





CANADA 





Lee H. Ostrander 


Alonzo 6. Allen Arthur $. Torrey 

William Blair & Blyth & Co., Inc., W. C. Pitfield & 

Company, Chicago Detroit Company, Ltd., 
Montreal 








IBA GROUP CHAIRMEN 


SOUTHEASTERN SOUTHERN SOUTHWESTERN 





John ©. Hagan, Jr. H. Wilson Arnold 


Harry Beecroft 


Beecroft, Cole & Co., 
Topeka, Kans. 


Mason-Hagan, Inc., 


Arnold & Crane, 
Richmond, Va. 


New Orleans 








! 


DISTRIBUTORS 
of 
INVESTMENT SECURITIES 


BrxGuHam, WALTERS Hurry, Inc. 


Member Los Angeles Stock Exchange 


621 S. SPRING - LOS ANGELES - TRinity 1041 
TELETYPE LA 224 


‘ 


Pasadena: 623 Security Bldg. — S¥camore 23-41% 

















Serving Southern California since 1927 


Wagenseller € Durst, Inc. 
Investment Securities 


626 S. SPRING ST., LOS ANGELES 14 
TRinity 5761 - TELETYPE: LA 68 — LA 35 


MEMBERS: 
LOS ANGELES STOCK EXCHANGE 
NEW YORK CURB EXCHANGE (ASSOCIATE) 


DIRECT PRIVATE WIRE 
KIDDER, PEABODY & CO., NEW YORK 


CLAREMONT - PASADENA - REDLANDS - SANTA MONICA 








86 (2420) 


Continued from page 11 





allowable as tax deductions. Un- 
der such a circumstance, he could 
include in his Profit-Sharing Re- 
tirement Plan a formula some- 
what like this: 20% of net earn- 
ings in excess of, say $200,000. 
You will see from this, based on 
the same $500,000 net earnings, 
that the contribution would be 
only 20% of $300,000, or $60,000, 
or 6% of payroll. The Treasury 
Department will permit wide 
latitude in the choice of a con- 
tribution formula, the main re- 
quirement being that the formula 
must be definite, and not an ar- 
bitrary arrangement. 

It is also a Treasury require- 
ment that a qualified Profit-Shar- 
ing Retirement Plan contain a 
certain pre-determined formula 
for allocating the employer con- 
tribution among participating em- 
Ployees, and this formula cannot 
in any way be discriminatory. 

There are several methods being 
‘- gsed today in allocating the con- 
tribution to the participating em- 
Ployee accounts. They are: al- 
location in relation to basic com- 
pensation. Thus, the empolyee 
making $10,000 annually would be 


credited with twice as much as 
one making $5,000. Another 
method that, incidentally, has 
been receiving favorable consid- 
eration is to allocate on the basis 
of salary plus a factor for length 


Employee's Profit-Sharing Trusts— 
KeytoSolvingRetirementProblems 


of service. This is known as the 
unit credit method. As an ex- 
ample, one unit is given for each 
$100 of salary plus one unit for 
each year of service. This method 
gives some weight to length of 
service. Either method has nu- 
merous variations, particularly the 
unit credit method. 


Length of Service of Employee 


Since the main purpose of a 
Profit-Sharing Retirement Plan is 
to provide retirement benefits, 
the employer may logically feel 
that benefits should accrue prin- 
cipally to those employees who 
remain in service until retire- 
ment. This may best be accom- 
plished by the gradual vesting of 
employee credits. Employees on 
the whole feel very strongly about 
the vesting of their share in 
Profit-Sharing Retirement Plans 
and Pension Plans. They like to 
visualize ownership in the amounts 
that are being accumulated in 
their behalf. On the other hand, 
the employer knows that if the 
employee’s share in the Plan vests 
in him immediately, he may be 
more likely to leave his job after 


a few years of service because of 
the temporary financial independ- 
ence provided for him. The best 
method, it would seem, is to re- 
quire an employee to remain in 
service for a reasonable length 
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of time before acquiring any 
vested rights to his share. Such 
rights could, and this is common 
practice, be given gradually, for 
example: no vesting rights for the 
first five years of service. There- 
after, 10% would vest each year 
for the next 10 years, so that 
after 15 years of service, the par- 
ticipating employee would have 
a 100% vested interest in his ac- 
count. Here again, you may adopt 
a vesting formula that you may 
consider best suited to your partic- 
ular organization. Regardless of 
length of service, however, there 
would be full vesting at retire- 
ment or upon permanent dis- 
ability or death. Should the em- 
ployee’s service terminate before 
his account is fully vested in him, 
he would forfeit some or possibly 
all of his account and the amount 
of such forfeiture would be dis- 
tributed to the remaining partici- 
pating employee accounts. In ef- 
fect, forfeitures serve as addi- 
tional income to the -Fund and 
increase the ultimate benefit of 
the remaining participating em- 
ployees. 

The benefits to be received by 
an employee cannot be pre- 
determined in a Profit-Sharing 
Retirement Plan. The total 
amount accumulated in the em- 
ployee’s account with the Trustee 
represents the retirement, dis- 
ability or death benefit payable. 
This may be paid in one lump 
sum, in installments, or may be 
used to purchase an insured an- 
nuity. Present wage controls do, 
however, prohibit lump sum pay- 
ments, except in the case of death 
settlements. 


If the employee leaves for rea- 
sons other than retirement, dis- 
ability, or death, the vested por- 
tion of his account may be simi- 
larly distributed. 


Now, let me give you a general 
idea of how a Profit-Sharing Re- 
tirement Plan would be adopted. 
First, a Plan and Trust Agree- 
ment meeting the requirements of 
the Ufited States Treasury De- 
partment must be prepared and 
approved by your Board of Di- 
rectors. Second, it is generally 
necessary to have the action of 
the Board of Directors ratified 
by the stockholders. In some cases 
the provisions of your corporate 
charter may not require such 
stockholder ratification. If your 
firm happens to be a Partnership, 
the Plan and Trust Agreement 
would have to be approved and 
executed by all of the general 
partners. Third, the Plan and 
Trust Agreement must be sub- 
mitted to the Treasury Depart- 
ment and the Wage Stabilization 
Board for approval. 


Summary 

To sum up briefly: 

(1) In a Profit-Sharing Retire- 
ment Plan the empleyer contrib- 
utes a stated percentage of an- 
nual profits to 
trust and it: is the Trustee’s re- 

to invest. the funds. 


jalliients; However, the Plan 
with his share. 


(a) It overcomes the objec- 
tions as to costs of a fixed com- 
mitment Pension Plan. Since 
the employer’s contribution is 
geared to profits, his obligation 
to contribute is limited to a 
percentage of profits each year. 
Hence, no profits, no contribu- 
tion. 

(b) The employer does not 
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an irrevocable 


have to fund any prior service 
of employees. This eliminates a 
hardship for many companies as 
it avoids the abnormal drain on 
current earnings which occurs 
when a Pension Plan is created 
and funded. 

(c) The. administration of a 
Profit-Sharing Plan is much 
simpler and involves less ad- 
ministrative cost than any other 
type of plan beeause there is 
no need for elaborate service 
records and there are no actu- 
arial expenses. 


From a tax viewpoint there are 
advantages which accrue not only 
to the employer but to the em- 
ployee as well. They are: 


(1) An employer’s annual con- 
tribution to a Profit-Sharing Plan 
is fully deductible as an operating 
expense. As a result, the net cost 
to a corporation may be as low 
as 40 cents for each $1 contributed 
to the Plan, and if it is subject to 
excess profits tax, it would be 
considerably less. In the case of 
a partnership or individual pro- 
prietor, the deduction comes off 
their top taxable brackets. 

(2) Income and profits in the 
Trusts are tax-exempt. 

(3) An employee is not taxed 


currently as his benefits accrue 
in the Trust Fund. When benefits 


{ 


ll et —_ 


are paid to the semployeée’ they — 


become. subject te -tax. Normally, 
a retired. employee ‘is “in a lower 
income. bracket ‘than : during. his 
working years. Furthermore; un- 
der the. present method of having 
to pay. him, over a ;10-year -peried, 
it is quite likely that his income 
in any. one. year may not exceed 
his persenal exemptions and other 
allowablé tax: deduetians. In that 
event ‘hé would not: pay any. tax. 


W. E: Matton & Ce... 
To Admit J; L. Barke 
DAYTON, Ohio—On Jan. 1, 

J. Logan’ Burke will.be admitted 

to partnership in the New York 

Stock Exchange member firm of 

W. E. Hutton & Co. Mr. Burke 


is Resident Manager of the firm’s 
Dayton office, 42 North Main St. 


First New. Hampshire Corp. 
CONCORD, N. H.—The First 


New Hampshire Corporation is 
being formed with offices at 104 


North Main Street to act as spe- 
cialists in New England and gen- 
eral market municipal bonds. 
George H. Wyckoff will be asso~- 
ciated with the firm. 
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Value of Municipal Financing 





in Russia or in any of its satel- 


lites. : 

I hope what-I have.said illus- 
trates the vital necessity of pre- 
serving the American _municipal- 
ity as .a- virile organization, and 
I will now attempt to explain to 
you why I feel that the present 
method of financing the -munici- 
palities. of this country plays such 
a vital part in preserving the 
autonomy of ‘our municipalities 
and through ‘those municipalities 
the liberties’ of the individual, 
which we are so apt to take for 
granted. . 

If American municipalities are 
to remain autonomous they must 
be able to finance themselves free 
from control by .the National 
Government. Un the existing 
system municipalities in this coun- 
try finance themselves in three 
ways; by taxes which they levy 
themselves, by bonds which they 
issue and sell to the investing 
public, or by grants from the 
states and National Government. 
Every municipality in a” nation 
which is growing as rapidly as 
this country is growing, finds it 
necessary to construct public im- 
provements, many of which re- 
quire immense amounts of-capital. 
When they finance these improve- 
ments themselves with taxes 
which they levy upon -their citi- 
zens or by means of bond issues 
which they sell to the investing 
public, they preserve “their in- 
dependence, but when ‘they resort 
to grants or loans fromthe state 
-or the Federal Government, par- 
ticularly the*latter, they lose a 
measure of their autonomy. 

Let me give you.some -concrete 
illustrations: Hf a municipality de- 
sires to construct a water works 
system and proposes to issue 
bonds for the purpose of raising 
the necessary capital, the first 
thing that takes place, usually, 
are discussions between. the muni- 
cipal officials and local organiza- 
tions, such as the Chamber of 
Commerce, taxpayers’ associa- 
tions, and similar organizations of 
the people of that community. In 
these discussions the character of 
the improvement, its location, the 
amount of money to be raised for 
its construction, its design and all 
other details of the improvement 
are discussed, and these discus- 
sions are given widespread pub- 
,licity in the local press. Public 
sentiment regarding the improve- 
ment is crystallized. The next step, 
usually, is the employment of ex- 
perts to assist the municipality in 
the development of the project. 
Engineers are employed and spe- 
cialists in that particular field of 
business are retained, and ulti- 
mately some specialist in munici- 
‘pal law, called a bond attorney, is 
retained to advise the city regard- 
ing the mechanics of the issuance 
of the bonds which are necessary 
‘to finance the construction of the 
‘improvement. 

: All of these specialists are re- 
tained by the municipality itself. 
They are the agents of that mu- 
nicipality. They discuss the matter 
with the officials of the munici- 
pality and to the best of their abil- 
ity advise the municipality how 
the improvement should be con- 
structed and financed in order to 
‘be most valuable to the citizens 
‘of that community. Then the 
bonds are offered for sale and in- 
‘vestment bankers are invited to 
bid for them. The investment 
bankers’ function is to assemble 
the capital which the municipal- 
ity requires for the construction of 
that improvement. They are pri- 
vate individuals and they ap- 
proach other private individuals 





In Preserving Local Autonomy 


with the purpose of assembling 
the capital which the municipality 
will require. I think it is very im- 
portant for you to notice that the 
assembling of this capital is pure- 
ly a private operation. Neither the 
state nor the National Govern- 
ment plays any part in this op- 
eration. It is true that the state 
enacts laws regulating the manner 
in which the municipalities may 
issue their bonds, but in this re- 
spect. the state simply lays down 
the general rules of the game. 

From that point on the game is 
played by the municipality and 
private parties. When a munici- 
pality finances its operations in 
this manner it does not in any 
way impair its autonomy. 


Federal Government as 
Financing Source 


New let us consider what hap- 
pens when the municipality re- 
sorts to the National Government 
for the financing of its operation. 
As a concrete illustration with 
which you are all, no doubt, 
somewhat familiar, let us consider 
the financing of a housing pro- 
ject in any community under the 
national housing laws. The mu- 
nicipality sets up, as a general 
rule, a housing authority. The 
housing authority enters into a 
contract with the Federal Housing 
Administration under which the 
National Government will make 
annual contributions to aid in the 
construction of the housing pro- 
ject. From that point on the mu- 
nicipality has very little to say 
regarding the construction of the 
project or its financing. Every- 
thing is determined for it in 
Washington. The Federal Housing 
Administration dictates the design 
of the project and its cost. It tells 
the housing authority when it 
may sell the bonds, what the ma- 
turities of the bonds shall be, 
what the interest rate shall be, 
and when it may offer the bonds 
for sale. It even determines the 
newspapers in which the notice of 
sale shall appear, and also decides 
whether or not the authority may 


‘accept bids which it receives pur- 


suant to those notices of sale. 
When the bond dealers interested 
in bidding for those bonds, or the 
attorneys who are called upon to 
pass upon their validity, find it 
necessary to consult with some- 
one regarding the financing, they 
do not consult with the officials 
of the local housing authority but 
with the Federal officials, and the 
conclusions reached as a result 
of these conferences are passed 
on by the Federal authorities to 
the officials of the local authori- 
ties with instructions to comply 
with them. In short almost com- 
plete control of a local project 
is taken over by the national ad- 
ministration. In any conflict be- 
tween the citizens of the munici- 
palities and the National Govern- 
ment it would be utterly futile to 
expect the local housing authori- 
ties to oppose the will of the Na- 
tional Government. 

Therefore, when you are en- 
gaged in the marketing of munici- 
pal bonds you are part of a 
mechanism which has been de- 
vised by the American people to 
assist municipalities in ‘his nation 
to finance themselves .ndepend- 
ently of the State and the Na- 
tional Government, and you are a 
vital factor in preserving the au- 
tonomy of the American munici- 
pality, and by preserving the au- 
tonomy of these municipalities 
and moking it unnecessary for 
them to depend upon either the 
States or the Federal Government 
you are contribi'ting to the free- 
dom of the ‘adi, (dual, which is so 
much a par. of American life that 
we take it for granted. Therefore, 


whenever you sell a municipal 
bond I think -you can justifiably 
say to yourselves that you are 
making your small contribution to 
the preservation of those unalien- 
able rights of free men which 
Thomas Jefferson mentioned in 
the Declaration of Independence. 


Role of Municipal 
Bond Marketers 

But there is something more 
to a municipal bond which is also 
important to keep in mind. You 
have all seen great public im- 
provements, such as the George 
Washington Bridge and the 
Lincoln Tunnel. Did you ever 
stop to think that not one of those 
improvements in all probability 
would exist had it not been for 
hard work done by bond dealers 
and their employees and the risks 
taken by them? The-bond deal- 
ers of this country built the 
George Washington Bridge and 
the Lincoln Tunnel just as much 
as the engineers and the steel 
workers and the sandhogs. Very 
few public improvements in this 
country would exist today were 
it not for the contributions made 
to their construction by invest- 
ment bankers and their organiza- 
tions. I suggest that you keep that 
fact in mind in the daily routine 
of your business. Your point of 
view toward your work is im- 
port not only to you, but to the 
whole community. I can best il- 
lustrate what I mean by telling a 
story about a man who saw three 
men swinging pickaxes in an ex- 
cavation. He asked the first man 
what he was doing and he said 
he was digging a ditch; he asked 


the second man what he was doing 
and he said he was making a liv- 
ing, and he asked the third man 
what he was doing and he said 
he was building a cathedral. I 
think that you will find your 
work much more stimulating if 
you will realize, when you are 
working in any phase of munici- 
pal financing, that you are build- 
ing some noble structure, like 
the George Washington Bridge or 
the Lincoln Tunnel. 


N. Y. Inv. Ass’n Elects 
Officers for 1953 


At the annual meeting of the 
Investment Association of New 
York held on December 17, Nel- 
son R. Jesup of Clark, Dodge 
& Co. was 
elected 
President to 
serve for 1953. 
Others elected 
were: Vice- 


Richard W. 
Baldwin of 
Reynolds & 
Co.; Secretary, 
Francis J. 
Cullum of 
First Boston 
Corp.; Treas- 
urer, David 
C. Stroud of 
Union Securi- 





Nelson R. Jesup 


ties Corp. 

Also Chairman, publications and 
publicity, Lewis B. Harder of Har- 
ris, Upham & Co.; Chairman, 
membership committee, William 
S. Goedecke of Smith, Barney & 
Co.; Chairman, entertainment 
committee, J. Glencross Gallagher 
of White, Weld & Co.; Chairman, 
program committee, Arthur G. 
Altschui of Lehman Bros., and 
Chairman, education committee, 
William F. Haneman of Butler, 
Herrick & Marshall. 


Cruttenden Adds 


(Special to THe PrnaxciaL Curowicre) 
CFPICAGO, Ill.—Elmer C. Rob- 
erts has been added to the staff 
of Cruttenden & Co., 209 South La 
Salle Street, members of the New 
York and Midwest Stock Ex- 
changes. 


President, ° 
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Bank and Insurance Stocks 


By H. E. JOHNSON 


This Week — Insurance Stocks - 

Dividend action taken by fire and casualty companies in recent 
months has been generally favorable. A number of institutions 
have increased cash or extra payments while others have an- 
nounced stock dividends or their intention to split the shares in 


the near future. 


Most of the increases in cash declarations have been modest 


although the actions have been numerous. This is possi 
reflection of the trend of underwriting operations rather 
investment results. In other words, 


a 
operations fer 


underwriting 
the different groups have shown some improvement this year in 
contrast to the unfavorable experience of 1951. This is primarily 
a reflection of a better rate structure on certain casualty lines 
which were unprofitable last year. Thus, even though investment 


results provide ample coverage for the dividends 
the major companies, underwriting operations 


pon by most of 
ave tended toe 


provide a cautious attitude with respect to dividend payments. 

In the tabulation below, the dividends paid in each of the past 
two years together with the 1951 investment earnings and the 
percentage of earnings paid out are shown on a per share basis 


for 24 of the major fire and casualty companies. 


Aetna Fire 
Agricultural Insurance 
American Insurance 
Boston Insurance 
Camden Fire 
Continental Casualty 
Continental Insurance 
Federal Insurance 
Fidelity-Phenix 


Fireman’s Fund 
Firemen’s (Newark) 

Glens Falls Insurance 
Great American 
Hanover Fire 
Hartford Fire 


Phoenix Insurance 


y Insurance 


Westchester Fire 


Fire Association of Philadelphia 2.70 
eddsint, biged ea. 1. 


St. Paul Fire & Marine_______- 
Springfield Fire & Marine_.__- 
U. S. Fidelity & Guaranty_____- 


Invest- Katie ef 
ment 1952 Diva. 
Dividends Paid Earnings te 1962 
1952 1961 1961 Earnings 
$2.25 $2.25 $4.17 54.0% 
3.50 3.50 6.23 56.2 
1.00 1,00 1.97 508 
2.60 2.40 4.27 60.9. . 
110 100 1.75 629, ¢» 
2.50 2.50 4.74 $2.7 -.: 
2.80 3.00 4.71 59.4 
2.35 2.20 3.70 63.5 
2.80 3.00 5.05 55.4 
2.60 5.72 47.2 
60 1.60 3.09 518 
0.85 0.75 2.84 29.9 
2.00 2.30 3.41 58.7 
1.50 1.50 2.95 50.8 
1.60 1.60 2.86 55.9 
3.00 3.00 6.88 43.6 
1.80 1,80 2.75 65.5 
2.00 4.52 55.3 
3.00 3.00 5.88 51.0 
0.85 0.775 1.56 45° ; 
1.70 1.60 2.57 66.1 « 
2.00 2.00 3.37 Bs | 
2.00 2.00 3.91 512 | 
1.00 1.00 1.65 60.6 


It should be pointed out that the above figures do not, in many 


instances, reveal the current situation with respect to dividend 
rates. In other words, several of the companies have increased 
their payments beginning with the first quarter of 1953, so that 
the current indicated rate is above the payment made for the full 


year 1952. 


_ For example, Aetna Insurance recently increased the quarterly 
dividend payable Jan. 2, 1953 to 60 cents a share from 50 cents. 
Thus, the payment indicated for 1953 is at least $2.40. In recent 
years an extra of 25 cents has been paid at the year-end to bring 


the total for the year to $2.25. 


Fire Association is another company which has recently in- 
creased the rate of payment. In October the quarterly declaration 
was increased from 65 cents to 75 cents a share. Thus the indicated . 
rate for Fire Association is $3.00 as compared with $2.70 paid im 


1952. 


Firemen’s Insurance of Newark in October increased the semi- 
annual payment made by the company from 40 cents a share to 
45 cents. This would indicate a minimum payment next year of; 
90 cents. Because of the conservative portion of earnings being, 
distributed, a further increase next year is possible. 

The Phoenix Insurance Company is another company that, 
recently increased the quarterly payment beginning with the first: 


distribution next year. Previously Phoenix has been payin 
cents quarterly. The payment to be made Jan. 2, 1953 w 


75 
be 


85 cents, indicating that the total next year may be $3.40 a share| 
as oeeees pon oo ar in recent years. 
anover Fire also increased its quarterly payment beginning , 
with the January distribution. Seretabere. ae the heen pay- ; 
ing 40 cents a share each quarter. The new rate is 45 cents, indi-+ } 
cating payments in 1953 of $1.80 as against $1.60 previously paid, ' 
_There have also been several companies which have announced | 
an intention to split their shares or pay a stock dividend. Fre- | 
quently, an adjustment is made in the cash payment when the new 4 
shares are distributed. The Agricultural Insurance will vote on 
a 244-for-1 split in February and Boston Insurance just approved ; 
a 2-for-1 split. Also Continental Casualty is to pay a 3344% stock i 


dividend. 


These increases in dividends together with prospective in- | 


creases next year give assurance that total 1953 


show a further gain. 


With H. Hentz Co. 


(Special to Tus Financia, Curonicie) 


MIAMI BEACH, Fla.—James B. 
Williams has become associated 
with H. Hentz & Co., 414 7list 
Street. Mr. Williams was previ- 
ously with J. R. Williston & Co., 
— & Co., and A. M. Kidder & 

Oo. 


E. R. Sanders Opens 


(Special to Tue Financial CHRONICLE) 


MIAMI, Fla.—Elmer R. Sanders 
is engaging in a securities busi- 
ness from offices at 1007 North- 
west 100th Terrace. 


payments will | 


; 
> ' 
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Continued from page 14 


Mortgage Finance in 1953 


panded industrial plant, even 
where accelerated amortization 
has not been in the picture. Along 
with normal retentions of earn- 
ings these reserves are estimated 
to be sufficient to carry the great 
bulk of industry financing re- 
quirements for plant and equip- 
ment during the remainder of the 
decade. 

Accumulated reserves obviously 
cannot help finance new busi- 
nesses; and institutional funds 
will be needed for this purpose. 
But the total requirements of in- 
dustry are certain to be much 
reduced. 

Summarizing the demand side 
of the finance picture, the outlook 
for 1953 is this: residential build- 
ing will want the same, or an 
only slightly smaller, volume of 
funds than it has had in 1952; 
commercial building, after prob- 
ably a slow start due to materials 
difficulties, will want considerably 
more than it was permitted to 
geek in 1952. Farm loans will be 
slightly up; utilities borrowing 
will remain fairly constant. In- 
dustry, however, may ask for con- 
siderably less. 


Institutional Funds Seeking 
Mortgage Investments 


This of course does not exhaust 
the sources of demand for institu- 
tional funds. State, local and na- 
tional governments are certain to 
be larger borrowers in 1953 than 
in 1952, and a considerable part 
of this borrowing will have to be 
of long-term funds. Local funds 
for schools, roads, and other pub- 
lic improvements will continue to 
be substantial, while the defense 
and foreign aid programs will 
continue to take a substantial bite. 
Even here, however, the prospect 
is that the defense program will 
be stretched out rather than 
stepped-up and that the actual 
deficit will be less than many 
have earlier contemplated. 

On balance, the present outlook 
is that private demand for bor- 
rowed funds during 1953 will not 
be in excess of that of 1952, but 
that the total demand, including 
that of government, will be some- 
what greater. The increase, how- 
ever, does not promise to put a 
substantial strain on the money 
supply. On the contrary, because 
ofthe continued growth of institu- 
tional savings, the outlook over 
the year as a whole, is for a 
noticeable easing of the present 
tight condition. 

No marked change, however, is 
to be expected during the early 
part of the year. The effect of the 
Mills plan, in advancing the bulk 
of corporate tax payments to this 
period, will be to draw down cor- 
porate savings heavily and prob- 
ably to cause some increase in 
corporate borrowing during the 
early months. Sometime in the 
second quarter, however, there is 
a good probability that we shall 
begin to have an ampler supply 
of funds than we have recently 
experienced. 


Easing of Money Market 


The general easing of the whole 
money market is certain to be 
felt in the mortgage part of that 
market. Banks and insurance com- 
panies are likely to increase their 
allocations of funds for mortgage 
leans, while the savings and loan 
associations, having no alterna- 
tive, are bound to pour their in- 
crease in assets into mortgages. 
Interest rates generally are not 
likely to rise beyond present 
levels and in the latter part of the 

year may recede at least slightly, 
ious nothing as happy from 
the borrower’s point of view as 

=_ conditions that prevailed in 
and early 1951 is to be ex- 

. In other words, we can 
hardly expect to reach a situation 


where 4% home mortgages at par 

will find a wide and ready mar- 
ket. We can, however, anticipate 
one where a rate of 414% to 442% 
on insured or guaranteed loans 
would restore these loans to their 
former favored position. 


Governmental Influences in 
Money Market 


So far, except in a reference 
to government borrowing, I have 
not directly taken into account 
governmental influences on the 
money market, although what I 
have said is based on some in- 
ferences of governmental action. 
I expect, for instance, that the 
present policies of the Federal 
Reserve Board will be confirmed 
and strengthened. I also expect 
hat action will be taken on the 
interest rates for FHA and VA 
loans so as to restore them to 
marketability. I expect that the 
public housing program will sub- 
mit to further curtailment, that 
additional funds are unlikely to 
be appropriated for the VA direct 
lending program and will be given 
to FNMA only on the clearest 
evidence that the defense effort 
would otherwise be hurt. I feel 
confident that, outside of the new 
defense areas, Federal rent con- 
irol will lapse on April 30, and 
the controls on credit and the use 
of materials will outlast June 
only on a stand-by basis, if at all. 

This a hardly a forecast of a 
major revolution, and you many 
be sure that I do not look for 
one. The plain fact is that our 
field of activity is well down on 
the list of things with which the 
new Administration will be con- 
cerned during the impending ses- 
sion of Congress. Later on more 
drastic moves than I have de- 
scribed may come. Your savings 
ywnd loan friends will be pressing 
or the restoration of the inde- 
»endence of the Home Loan Bank 
Board, and this move is certain 
to bring under critical review the 
whole HHFA set-up. Even larger 
questions that are bound to arise 
in 1954 if not in 1953 are the fu- 
ture policy in respect to Federal 
subsidies for public housing and 
urban redevelopment and the fu- 
ture role of government in re- 
spect to the secondary market for 
residential mortgages. But I am 
2onfident that the new Adminis- 
‘ration does not yet have fixed 
views about what is to be done 
n respect to these, and I have not 
encountered any well worked out 
vlans for them floating around 
inywhere else. 


By and large the next year will 
be one of a respite from the 20- 
year trend toward a public home 
mortgage credit system rather 
than one of a sudden reversal of 
that trend. I believe this is a de- 
sirable thing. There is no practical 
reason why we should rush into 
another round of housing and 
mortgage legislation. The outlook 
is good for at least another year. 
The most glaring present distor- 
tions in the market can be readily 
remedied by the interest rate 
change. FNMA has sufficient 
funds to handle the current defense 
housing program and that pro- 
gram is not likely to be substan- 
tially enlarged. The opportunity 
has finally come when, without 
the pressures either of events or 
politics, we can take at least a 
few months seriously to think 
things over. 


Some of you may recall that, 
when I had the privilege of speak- 
ing before you three years ago, 
I seized the opportunity to engage 
in a little exhortation. I can’t re- 
sist now taking a similar advan- 
tage of the situation. Three years 
ago I urged the broadening and 
strengthening of our conventional 
methods of making mortgage 
loans. I want to urge that again. 


The Commercial and Financial Chronicle. 


It can be taken as an established 
feature of the American attitude 
that a resort to government ac- 
tion is in the first instance ordi- 
narily taken only on the clear 
evidence of a lapse in functioning 
of our private institutions, but 
that, the evidence once accepted, 
there is no hesitancy in invoking 
the power of government. I can 
vividly remember the clamor from 
the real estate and building inter- 
ests in 1934 for an extension of 
HOLC activity to provide funds 
for new transactions. The Admin- 
istration, while standing firmly 
against this pressure, recognized 
its threat and, in order to divert 
it, invented the FHA. 


Since that time, almost all the 
interventionary steps that have 
been taken, from the expansion 
of FNMA to the VA direct lending 
program, have resulted from pub- 
lic conviction of the inadequacies 
of the private order. To be sure, 
government resistance to outside 
group pressure steadily grew less 
as the years went by. Neverthe- 
less, I think that the principle can 
be accepted that the only cure 
for government intervention is to 
remove its cause. 


A Change in Conventional 
Lending Methods 


While the events of the past 
two years have pointed up the 
vigor of the conventional lending 
methods, they have also revealed 
more clearly than ever the weak- 
nesses that prevent them from 
providing an equable flow of 
funds to all sections of the coun- 
try. The seasons for these weak- 
nesses lie in our barnacled state 
laws and in the _ short-sighted 
rivalries among our several kinds 
of lending institutions. 


The first thing that is needed 
is a wiaespread revision of state 
laws covering foreclosure. Com- 
mittees of the American Bar As- 
sociation—stimulated, I may say, 
by Federal attorneys—over a dec- 
ade ago prepared a series of model 
laws on this subject which have 
been recommended for enactment 
by state legislatures. Nothing has 
happened because no strong group 
has been sufficiently interested to 
do anything about it. But the in- 
struments are ready for use when- 
ever the will to move is aroused. 
Our state laws covering loan-to- 
value ratios, geographical limita- 
tions, and limitations on branch 
banking also could stand some 
review and modernization. 


If our state laws were appro- 
priately modified along these 
lines, we should have provided 
a broader market for conventional 
loans and have lessened one of 
the main reasons for government 
intrusion. I do not imply that in 
ihe firel analysis there would re- 
main «o need for a federally op- 
eratecdi system of mortgage insur- 
ance, but I suspect that the need 
might be of a different and more 
limited sort than many people 
now consider it to be. 


I am not attempting to say 
precisely what the details of 
needed state legislation should be. 
This is beyond my competence. 
But I believe I have had enough 
experience to know the directions 
in which the changes lie. I have 
also seen enough changes made to 
be convinced that no effort is be- 
yond achievement if the will to 
do the job is present. 


In order to make the effort suc- 
cessful, however, it will be neces- 
sary for all types of lending in- 
stitutions to recognize a common 
interest and a common danger. It 
is safe to say that the inroads of 
government are paved by the dis- 
unities of private business. I think 
the time has come to distinguish 
between the maintainance of a 
legitimate and desirable competi- 
tion for business and the seeking 
of exclusive business advantages 
for one group or another by the 
enactment or the prevention of 
enactment of legislation. This 
kind of intervention in reverse 


ends by hamstringing rather than 
helping the market and leads only 
to positive moves on the part of 
government. 

An opportunity such as the pres- 
ent offers should not be lost. 
for no one can say how long it 
will last or when it might so ad- 
vantageously come again. By em- 
phasizing the purposes that all 


.. Thursday, December 18, 1952 


groups have in common and by 
uniting on the accomplishment 
of these common objectives, the 
lending fraternity can assume a 
leadership that has long passed 
from it and can demonstrate to 
the American people its determi- 
nation and ability to serve their 
needs for credit with broad vision 


and vigorous initiative. 
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== By OWEN ELY 


Wisconsin Public Service Corp. 


Wisconsin Public Service Corp. 
serves prosperous farming areas 
in Wisconsin as well as the cities 
of Green Bay, Wausau, Oshkosh, 
Sheboygan and others. The terri- 
tory consists of about 10,000 
square miles in north-central and 
northeastern Wisconsin and an 
adjacent part of upper Michigan. 
Retail electric service is furnished 
in 280 communities, retail gas 
service in 19 communities and 
wholesale electric energy in nine 
communities. The service area has 
an estimated population of 543,000. 


The region is outstanding in the 
production of milk, cheese, and 
peas for processing, as well as a 
number of other farm and dairy 
products. Industries in the terri- 
tory include paper, pulp, food 
products, aluminum goods, malt 
liquor, lumber, leather, wood 
products, limestone, cement, fur- 
niture, bathroom fixtures, kitchen 
enamel ware, light and heavy ma- 
chinery and other metal products. 
In the port communities on Lake 
Michigan and on Green Bay are a 
number of commercial shipyards, 
coal, oil and other port facilities. 


Much of the northern area con- 
tains lakes and streams which at- 
tract thousands of out-of-state 
visitors annually for fishing, boat- 
ing, swimming and other vacation 
activities. It has been estimated 
that Wisconsin receives annually 
$565 million income from vaca- 
tioners. Since about 4,000 of the 
State’s 8,700 lakes are in counties 
either fully or partially served by 
the company, much of this tourist 
income is probably received in the 
company’s service area. 


The company has been active in 
promoting rural electrification 
and, as of June 30, 1952, over 
96% of all farms in the service 
area were connected to the com- 
pany’s lines. Not a single rural 
electric cooperative exists within 
the company’s service area, though 
two of them, operating outside the 
company’s territory, infiltrate its 
lines to a minor extent. 


Customers, sales and revenues 
have all shown an improving 
trend in recent years with the ap- 
plication of electric power to 
many types of farm work previ- 
ously performed by hand. Aver- 
age annual use per rural custom- 
er increased 178% between Dec. 
31, 1940 and June 30, 1952, 
amounting at the latter date to 
3,232 kwh. This very favorable 
rate of increase in farm use is ex- 
pected by the management to con- 
tinue. An indication of the poten- 
tial growth in this phase of the 
business may be found in the 
levels of usage already reached by 
certain rural customers of the 
company. In _ several instances, 
farm customers have been using 
18-20,000 kwh annually and in one 
case usage has reached about 32,- 
000 kwh. At the University of 
Wisconsin an experimental project 
known as the Electric Research 
Farm carries on a continuing pro- 
gram to develop new. electrically 
operated equipment for more fully 
mechanizing farm work, and in 
1951 this farm used 44,310 kwh. 


The company has also taken an 
important part in the “Trees for 
Tomorrow” timber eonservation 
movement. Other private, as well 
as public agencies, have been 


carrying on a substantial reforest- . 
ation program with the object of | 


supplying the raw material re- 
quirements of the industries using 
forest products on a_ sustained. 
yield basis within Wisconsin, im- 
proving the recreational industry - 
and providing watershed protec-. 
tion. 


About 82% of the company’s 
revenues are derived from elec- 
tricity, 16% from gas and 2% 
from bus service. Residential 
service contributes about 27% of 
revenues, rural over 19°, small 
commercial and industrial 18%, 
and large commercial and indus- 
trial 26%, with miscellaneous 
about 10%. 


The company’s steam plants 
produce about 58% of total kwh 
output, and hydro 34%, the re- 
maining 8% being purchased. Nat- 
ural gas distributed is purchased 
from the Michigan-Wisconsin 
Pipeline Company. 

Capitalization is 50% debt, 16% 
preferred stock and 34% common 
stock equity. The amount of out- 
standing common stock has re- 
cently been increased by 218,070 
shares sold for $2.6 million to the 
parent. company, just prior to the 
consummation of Step I of the 
Standard Gas & Electric dissolu- _ 
tion plan. This makes a total of 
2,218,070 shares, mostly now in- 
the hands of the public. The com- 
pany expects to sell $7-8 million 
bonds and $2 million preferred 
stock later, with possibly some 
common stock financing late next 
year or early in 1954. 


Earnings of $1.44 in the twelve 
months ended Sept. 30. were re- 
ported on the old number of 
shares, but $1.32 is estimated on 
the increased shares for the cal- 
endar year 1952. The budget es- 
timate for 1953 is $1.45, or an in- 


crease of 13c, according to Presi- . 
dent C. E. Kohlhepp. The present - 
$1.10 dividend rate should be’ 
maintained, and if necessary to - 
protect it the company would ask - 
for a rate increase. An increase 
in the rate appears unlikely for 
some time since the company 
wants to “fatten” the book value. 
The stock will probably be listed © 
on the New York Stock Exchange 
within a few weeks. It is selling 
currently over-counter around 
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Indications of Current 


Business Activity 


AMERICAN IRON AND STEEL INSTITUTE: 
Indicated stee! operations (percent of capacity) 
Equivalent to— 


Steel ingots and castings (met tonms)_.........____-______ Dec. 
AMERICAN PETROLEUM INSTITUTE: 

Crude oil and condensate output—daily average (bbls. of 
OO Se Dec. 

Crude runs to stills—daily average (bbis.)......_._._____-~ Dec. 

ES EE SR EE a ee eee: ©" Dec. 

ES PL eee ee eee Dec. 

Distillate fuel oil output (bbis.) _.....-.__-.--__-.__.-... Dec. 

Residual fuel oil output (bbis.) _.______-___-_ eailient 

Stocks at refineries, bulk terminals, in transit, in ‘pipe lines— 
Pinished and unfinished gasoline (bbis.) at..._.._.---- . 
i I ne cnaepenenieaneinamidin onan. 
8 Dec. 
ES a eee eee Dec. 

ASSOCIATION OF AMERICAN RAILROADS: 
Revenue freight loaded (number of cars) _.......__--~-_--. Dec. 
Revenue freight received from connections (no. of cars) _. Dec. 
CIVIL ENGINEERING CONSTRUCTION — ENGINEERING 
NEWS-RECORD: 

SR RE ee Se. a ee ee Dec. 
ER I SE TE RE ee eee ee Dec. 
a eh ES LE SOLE E LS els We Dec. 

EE ES ee ee ae ee ee Dec. 
EE SS Lae SS Pee eee Dec 
COAL OUTPUT (U, S. BUREAU OF MINES): 

Bituminous coal and lignite (toms)_..__._----._-_--__--.-. Dec. 

Pennsylvania anthracite (tons) __........--.-------_ > 8 

pe A Et eee oe Dec. 

DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE 
SYSTEM—1947-49. AVERAGE == 100 ..~-...._..._..-.~.-Dec. 


EDISON ELECTRIC INSTITUTE: 
Electric output (in 000 kwh.)_....._.____----_-__-___- _...Dee 


Me 
FAILURES ( TAL. AND INDUSTRIAL) —DUN & 
EI aE Sl i RS ee PC fa Dec. 11 
TRON AGE COMPOSITE PRICES: 

ne I ED ee eto enncbeons Dec. 9 

Pig iron (per gross ton )_-_..- PT PEA Dec. 9 

eS FE ee ee eee Dec. 9 

METAL PRICES (E. & M. J. QUOTATIONS): 

Electrolytic copper— 

ES ES gee a Se St oe ae 

XS ie! er SS Se See ae 

SO "2 Si ee 

Sg EE ET ee ee ee Dec. 10 

ee EN a a a ee pee eae lene F Dec. 10 

yg FP a ee ee aa eee F Dec. 10 

MOODY’S BOND PRICES DAILY AVERAGES: 

eee baa Fg a Sree Fees _Dec. 16 

Se Ge ih. ddd wcanénadttmwnmedinpents Dec. 16 

Aaa See Seen SRARSESTAlCacee _._.~Dec. 16 

EPR A pS Pe 0 8 ESS Oe 8 SP ee ts Dec. 16 

| aes ss He ee o? Ss Se eee Dec. 16 

RA RS SE PR SS Cees ee es meer Dec. 16 

lei Maen a ST I CE AE TRS al Dec. 16 

EN Eee eee ~---.-ee. 16 

i baooagieetetne=e _-.-.++-Dec. 16 

MOODY’S BOND YIELD DAILY AVERAGES: 

Es aaa a 

BVCTHEY GOERS ween nwtcnncesteer<cabisen ese _Dec. 16 

GO Aeiewdona | la ME ET SBE ET EE IR Pn cnanltiedieneptires a aan 

pO EE PE RE SS eS Se ee ee ee ee Dec. 16 

| ee ee ee ee Dec. 16 

ON fe OE LE cy Re sh a ae ME El phen Dec. 16 

ON RISE SAE RS 6 Se ae ae eee Dec. 16 

Public Utilities Group SR OR RSI Las LO FEE Dec. 16 

Sh 6 el cin tuttmnnmimbanemichanenny Dec. 16 

MOODY'S COMMODITY INDEXM...-«----2.--....-~.---.<-- Dec. 16 
NATIONAL PAPERBOARD ASSOCIATION: 

en aun owing iter wucine amine armed Dec. 6 

i a oe a Stineneone an a 

,........ + oe Dec. 6 

Unfilled orders (tons) at end of period... ..-_- —_— oe Dec. 6 

OIL, PAINT AND DRUG REPORTER PRICE INDEX— 
Sy ES S08 BD gi. non nighes thtrndndmnwncdantbeanadal Dec. 12 
STOCK TRANSACTIONS FOR ODD-LOT ACCOUNT OF ODD- 

LOT DEALERS AND SPECIALISTS ON N. Y. STOCK 

EXCHANGE — SECURITIES EXCHANGE COMMISSION: 

Odd-lot sales by dealers (customers’ purchases) -— 
AO as lca cll enetnentngein netenndius dampened Nov. 29 
EF RE ES Re REA OM Eh __._Nov. 29 
ET CNY en ccincschshinerepaitbicibarntinnicis rz J ite tanto oe 

Odd-lot purchases by dealers (customers’ sales )— 

Number of orders—Customers’ total sales_....._._.._._._._._Nov. 29 
a ES a 2h pl ~_....Nov. 29 
CE SEO Blew ckwedecsct Secs, t__. vov. 29 

Number of shares—Total sales_______.--__._____-_J.__Wov. 29 
eS. a 
ee ee tewmagacaieiwan Tee me 

RE NE EE ES 1 EN «| LT ne 2 5 Ge. 

Round-lot sales by dealers— 

Number of shares—Total sales_........--_------_----- Nov. 29 
EE IS Rea Mae. See _. Yov. 29 
NE eee eee * Te sov. 29 

Round-lot purchases by dealers— 

I Ae, MO i initisinsitpndina ade mmnense _.Nov. 29 

TOTAL ROUND-LOT STOCK SALES ON THE NEW YORK 

EXCHANGE AND ROUND-LOT STOCK TRANSACTIONS 

FOR ACCOUNT OF MEMBERS (SHARES): 

Total Round-lot sales— 
ee Ln aedaibidpohanb= __NMov. 22 
I | i cxcnaiemnsitiienciindapmatiith te wien ana erlaigign giietitn « ~. .Nov. 22 

6a dcnnguintandiititianccoccnn2e~= _Nov. 22 

ROUND-LOT TRANSACTIONS FOR ACCOUNT OF MEM- 

BERS, EXCEPT ODD-LOT DEALERS AND SPECIALISTS: 

Transactions of specialists in stocks in whieh registered— 
RE et i: A 

Bas £2 0. 5 EE ___Mov. 22 
ER ee vf, ---- Tov. 22 
> FE PS ie —* 

Other transactions initiated on “the floor— 
ae a Re Pe EE _Nov. 22 

ER i RE a Nov. 22 
EE rm _. Vov. 22 

Total gales ___.----~--- mad oe Magn Be _Nov. 22 

Other ———— initiated off “the ‘floor— +3 
Total purchasss ..........--.-------.----- __._Nov. 22 

ES Fa TS a eee oe ee 4 -Nov. 22 
ee ee " _ Vov. 22 

on mantpenann mneergsgran oapapuipayanta Nov. 22 

Total round-lot transactions for account of members— 

Tetel persue .....-- 1... ++-----.--- ‘ __Nov. 22 
ere «NOV. 22 
eee GIES onncce cnc none nones _.Nov. 22 

a Nov. 22 

WHOLESALE PRICES, NEW SERIES — U. S&. DEPT. OF 

LABOR — (1947-49 = 100): 

Commodity Group— 
ee ee Dec. 9 
Farm products___.--..~--------.----+---- bs .+-ssec.” 9 
processed foods... —...._...------..-- _ Se SD 
0 OS ae eee = --aaee. © 
All coir medities “other than farm and. foods - ee. 9 
*Revised figure. {Includes 639,000 barrels of foreign crude runs. 
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70,563,090 
43,013,000 


10,035 ,00C 
746,000 
96,40C 


194 


42- 


8,140,257 
157 


4. 376¢ 
$55.26 
‘$42.00 


24.200c 
35.175¢ 
121.200c 
14.000c 
13.800c 
12.500c 


96.58 
102.60 
113.7¢ 
112.19 
109.06 
104.14 
107.09 
102.60 
112.56 


2.74 
3.19 
2.97 
3.05 
3.22 
3.5€ 
3.33 
3.19 
3.03 


401.3 


339,672 
243,936 

95 
549,762 


109.05 


26,108 
782,105 
$34,832,510 


25,645 

110 

25,535 
740,926 
3,573 
737,353 
$29,777,003 


234,150 
234,150 
283,080 


323,800 
9,767,310 
10,091,110 


1,091,290 
185,460 
899,740 

1,085,200 


279,430 

15,460 
268,670 
284,070 


381,990 

44,740 
421,037 
465,777 


1,752,710 

245,660 
1,589,447 
1,835,047 


_ ‘ — — 
DAkSS 
South OH 


The following statistical tabulations cover production and other figures for the 


latest week or month available. 


Dates shown in first column are either for the 


week or month ended on that date, or, in cases of quotations, are as of that date: 


Previous 
Week 
*106.3 


*2,207,000 


6,668,550 
7,143,000 
24,107,000 
2,842,000 
10,939,000 
6,942,UU0 


126,833,C00 

32,190,000 
117,990,000 
*52,401,000 


670,167 
654,949 


$344, 172,000 
220,700,000 
123,474 000 

78,856,000 
44,617,000 


9,000,000 
653,000 
*81,900 


128 
8,165,463 
120 


4.3°76c 
$55.26 
$42.00 


24.200¢ 
34.725c 
121.375c¢ 
14.000c 
13.800c 
12.5060c 


96.28 
109.79 
113.70 
112.37 
109.24 
103.97 
107.09 
109.60 
112.37 


2.72 
3.18 
2.97 


5.21 
3.51 
3.33 
3.19 
3.04 


404.7 


188,958 
228,294 
91 


457,365 


109.20 


31,082 
923,384 
$40,314,408 


29,894 

146 

29,748 
858,850 
4,843 
354,007 
$34,229,561 


271,220 
271,220 
353,980 


221,630 
5,996,720 
6,218,350 


636,510 
118,600 
500,980 
619,580 


155,480 

7,100 
132,500 
139,600 


284,840 

40,250 
263,995 
304,345 


1,076,830 
166,050 
897,475 

1,063,525 


*110.0 
*102.4 
104.3 
9€.2 
*112.8 


Menth 
Ago 
106.5 


2,212,000 


6,612,300 
6,860,000 
23,465,000 
2,713,000 
10,376,000 
6,418,000 


121,374,000 
33,383,000 


120,146,000 
53,602,000 


829,198 
717,168 


= = 4 


118 


Go oo G9 LON WIN 
Orwurvoon-! 
RSSZRFsSeu 


409.9 


372,747 
243,283 

97 
581,039 


109.50 


26,528 
746,001 
$32,901,935 


20,261 

89 

20,172 
584,913 
3,370 
581,543 
$23,670,713 


164,790 
164,790 


329,920 


199,170 
5,572,710 
5,771,830 


543,850 
109,580 
449,040 
558,620 


102,820 
8,100 
98,500 
106,600 


170,680 

29,540 
197,001 
226,541 


817,350 
147,220 
744,541 
891,761 


110.7 
104.3 
106.3 
101.3 
113.0 


Year 
Ae- 
104.4 


2,097,000 


6,221,350 
6,610,000 
22,381,000 
2,705,000 
10,113,000 
6.995 .0U. 


124,063,000 
31,443,000 
100,603,009 
47,290,000 


773,530 
694,708 


$192,563,000 
87,982,000 
104,581,000 
57,382,006 
47,199,000 


11,280,000 
953,000 
165,809 


191 
7,666,864 
143 
4.131c 


$52.72 
$42.00 


24.200c 
27.425¢ 
103.000c 
19.000c 


3.06 


A NWwwww 
OnNVWOow 
Ccucns 


+ 
=i 
~] 


265,609 
201,883 


86 
428,921 


114.82 


28,029 
784,854 
$35,599,366 


21,750 

232 

21,518 
617,187 
7,932 
609,255 
$25,409,638 


165,730 
165,730 
380,680 


175,589 
5,147,370 
5,322,950 


479,360 

92,300 
418,990 
511,290 


92,960 
8,700 
113,410 
122,110 


190,213 

25,330 
252,498 
277,828 


762,533 
126,330 
784,898 
911,228 


BANK DEBITS—BOARD OF GOVERNORS OF 
THE FEDERAL RESERVE SYSTEM— 
Month of November (in thousands) 


BANKERS’ DOLLAR ACCEPTANCES OUT- 
STANDING — FEDERAL RESERVE BANK 

OF NEW YORK—As of Nov. 30: 
Imports 
ee ee ee ee ee ee 
Domestic shipments _...................._ 
Domestic warehouse credits 
SS REESE EET EEE Giana 
Based on goods stored and shipped between 
foreign countries 


BUILDING CONSTRUCTION—WU. 8S, DEPT. OF 

LABOR—Month of November (in millions) : 

Total new construction 
Private construction __..........-...-__. 
Residential building (nonfarm) 

OO eee 

Additions and alterations 

Nonhousekeeping ............_..______ 

Nonresidential —s (nonfarm) 

Industrial __ 

RS SES) } Care 
Warehouses, offices and loft buildings 
Stores, restaurants, and garages._.__ 

Other nonresidential buildings 
Religious 
Fe anece 


Salstetlesionue 
Farm construction 
Public utilities 

Railroad eilliths ethan dnah vain city Getta eating es 
Telephone and telegraph 
Other public utilities 
All other private- 
Public construction 
Residential building - 
Nonresidential peatnaeete 
Industrial - 
I en ee 
Hospital and institutional_.......______ 
Other nonresidential building 
Military and naval facilities 
Highways ; 
Sewer and water PES PE Ae 
Miscellaneous public service enterprises_._ 
onservation and development 
All other public 


BUSINESS FAILURES—DUN & BRADSTREET, 
INC.—Month of October: 

Manufacturing number 

Wholesale number _ 

Retail number . 

Construction number 


Total number 
Manufacturing liabilities 
Wholesale liabilities 
Retail liabilities 
Construcrion liabilities 
Commercial service liabilities 


Total liabilities 


COMMERCIAL PAPER OUTSTANDING—FED- 
FERAL RESERVE BANK OF NEW YORK— 
As of Nov. 30 (000's omitted) 


COTTON SEED AND COTTON SEED PROD- 
UCTS—DEPT. OF COMMERCE—Month of 
October: 

Cotton Seeda— 

Received at mills (tons)- 
Crushed (tons) - 
Stocks (tons) Oct. 31 

Crude Oil— 

Stocks (pounds) Oct.31 
Produced (pounds) _ 
Shipped (pounds) .-_--. 

Refined Oil— 

Stocks (pounds) Oct. 
Produced (pounds) . 
Consumption (pounds) 

Cake and Meal— 
Stocks (tons) Oct. 
Produced (tons) 
Shipped (tons) 

Hulls— 

Stocks (tons) Oct. 31 
Produced (tons) 
Shipped (tons) 

Linters frunning bales)— 
Stocks Oct. 31 , 
Produced 
Shipped --_-_- 

Hull Piber (1, 000- Ib. bales )— 
Stocks Oct. 31__---- 
Produced 
Shipped - 

Motes, Grabbots, ete. 
Stocks Oct. 31 
Produced e 
Shipped - 


31 on—onenrrmeraaan 


(1,000 pounds )— 


MOODY’S WEIGHTED AVERAGE YIELD OF 
200 COMMON STOCKS—Month of Nov.: 
Industrial (125) 
Railroad (25) __- ols 
+Utilities (24)_.____-- 
Banks (15) - aa 
Insurance (10) __-. 
Average (200) __._--< 


U. S. GOVT. STATUTORY DEBT LIMITATION 
As of Nov. 30 (000’s omitted): 
Total face amount that may be outstanding 
at any time 
Outstanding— 
Total gross public debt..--........~...-- 
Guaranteed obligations not owned by the 
Treasury 


Total gross public debt and guaranteed 
ChMigatiORNS 444. cc eds esepesinie—ce 
Deduct—other outstanding public debt obli- 
gations not subject to debt Mmitation____ 


Grand total outstanding_.._._-~~-~.--~~- 
Balance face amount of obligations, issuable 
under above authority 


aw ee = ee ee 











tNot including American Tel. & Tel. 


Latest 
Month 


Previous 
Month 


Year 
Ago 


$130,188,000 $154,237,000 $132,188,000 


$233,234,000 $237,106,000 $227,309,000 

















123,302,000 113,855,000 116 ,357,000 

15,847,000 ,869, 7,333,000 

46,206,000 32,348,000 38,701,000 

29,243,000 30,393,000 5,100,000 
30,631,000 27,858,000 42,539,600 

$478,463,000 $449,429,000 $437,339,000 
$2,799 *$3,011 $2,624 
1,917 *1,988 1,818 
1,033 *1,048 330 

930 #935 832 

85 *95 84 

18 18 4 

429 #434 425 

187 *189 200 

107 *104 96 

48 *45 41 

59 *59 55 

135 141 129 

38 39 34 

33 33 29 

12 12 ry 

29 31 Bo) 

23 26 23 

117 139 126 

331 *360 331 

37 *37 41 

47 49 42 

247 274 248 

7 7 6 

802 *1,023 806 

48 *52 68 

337 *352 300 

130 *141 97 

136 137 14 

38 40 37 

33 34 32 

117 #125 100 

230 *330 187 

57 62 55 

16 20 15 

72 77 % 

5 5 5 

121 146 106 

66 54 58 

280 291 307 

62 88 68 
61 52 48 
590 631 587 
$5,853,000 $13,079,000 $6,158,000 

2,424,000 550, 2 

5,865,000 6,078,000 4,369,000 
1,588,000 5,167,000 3,740,000 
3,027,000 2,175,000 952,000 
$18,757,000 $35,049,000 $17,567,000 
$575,000 $591,000 $435,000 
1,756,135  *1,169,950 1,586,788 
780,974 #521,460 837,547 
2,009,911  *1,034,750 1,705,283 
162,946,000 103,809,000 152,672,000 
249,604, 156,459,000 257,819,000 
186,351,000 77,223,000 186,591,000 
343,165,000 288,212,000 154,868,000 
175,856,000 71,655,000 173,826,000 
119,867,000 103,262,000 125,071,000 
115,114 81,857 72,854 
379,384 248,660 387,447 
346,127 214,679 385,596 
49,314 42,244 35,269 
160,000 106,944 183,193 
152,930 90,475 171,381 
232,129 *185,511 135,868 
255,981 167,747 266,665 
209,363 *94,745 225,035 
1,618 1,171 835 
2,618 1,199 1,834 
2,171 805 1,814 
6,627 4,177 5,794 

5,498 2,362 4,041 

3,048 1,454 2,411 
5.33 5.62 5.86 
5.77 6.14 6.45 

5.14 5.30 5.71 

4.19 4.29 4.64 
3.10 3.15 3.47 
5.28 5.56 5.78 
$275,000,000 $275,000,000 $275,000,000 
267,432,234 264,919,493 259,604,163 
50,592 44,803 42,840 
$267,482,827 $264,964,296 $259,646,943 
626,043 628,001 668,203 
$266,856,783 $264,336,294 $258,978,739 
8,143,216 10,663,705 16,021,260 


(2423) 99 
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Continued from page 5 


The State of Trade and Industry 


~ three months. For all 1952, these expenditures will total $26.9 
billion, or about 2% above 1951. 


Steel Output Set at Fractionally Lower Level 


will enter 1953 with overloaded order books, 
See shoal,” the weekly magazine of metalworking. First 
r production already is sold out in virtually all products, 
pee e open tonnage, consequently, will be available for that 
period and what does appear will be diverted to high-rated 
military and defense projects, it states. 
Nondefense consumers stand little chance of getting their 
wequirements fully satisfied with carryover from fourth quarter 
@iaiming two-thirds of the period’s output. This means heavy 
@verflow into second quarter, and order books for that period 
@n most products will not be opened for another couple of weeks. 
According to National Production Authority estimates, 23 million 
tens of finished steel will be available for all consumption in 
gecond quarter, it continues. 


All the signs point to sustained demand for hot and cold- 
relied carbon sheets well into second quarter, possibly beyond. 

Manufacturers of household appliances are seeking far more 
g@heet and strip tonnage than they are getting and, in many in- 
stances, their inventories are at the lowest points in months. 
At the same time, automotive requirements for flat-rolled are 

increasingly on the market, “Steel” adds. 

As year-end nears the furnaces are pouring steel in un- 
precedented volume. Output for the year is disappointing, esti- 
mated around 93 million net tons against the record 105-million- 
plus in 1951. But the drop was due entirely to loss of more 
than 18 million tons’ output during the work stoppages of April 
te August. Actually, 1952 ranks third in the production records 

from any normal standard, performance of the industry 
) ~ Be the year was impressive, this trade journal notes. 

Supplies of raw materials are considered adequate to sup- 
pert full operations into spring. Fear of an iron ore shortage due 
te strike-loss of some 24 million tons in lake shipments has about 
vanished. ; 

Scrap supplies also are considered ample with mill inventories 
reported in excess of 6 million tons as against 4.5 million a year 
age, concludes this trade weekly. 


The American Iron and Steel Institute announced that the 
eperating rate of steel companies having 93% of the steelmaking 
capacity for the entire industry will be at an average of 105.7% of 
eapacity for the week beginning Dec. 15, 1952, equivalent to 2,196,- 
#008 tons of ingots and steel for castings. In the week starting 
Dec. 8, the actual rate was 106.3% of capacity and output totaled 
2,207,000 tons. A month ago output stood at 106.5%, or 2,212,000 
tens, while a year ago when the capacity was smaller the esti- 
mated output was 2,097,000 tons with the rate at 104.4%. 


Electric Output Recedes From All-Time High Record 
Of Previous Week 


The amount of electric energy distributed by the electric light 
and power industry for the week ended Dec. 13, 1952, was esti- 
mated at 8,140,257,000 kwh., according to the Eidson Electric In- 
stitute. This represented a decline from the preceding week’s 
all-time high record. 

The current total was 25,206,000 kwh. below that of the pre- 
ceding week when output amounted to 8,165,463,000 kwh. It was 
473,393,000 kwh., or 4.2%, above the total output for the week 
ended Dec. 15, 1951, and 1,154,836,000 kwh. in excess of the output 
reported for the corresponding period two years ago. 


Car Loadings Rise 7.3% in Latest Week 


Loadings of revenue freight for the week ended Dec. 6, 1952, 
tetaled 719,159 cars, according to the Association of American 
Railroads, representing an increase of 48,992 cars, or 7.3% above 
the preceding holiday week. 

week’s total represented a decrease of 54,371 cars or 
7% below the corresponding week a year ago, and a decrease of 
47,5736 cars, or 6.2% below the corresponding week in 1950. 


United States Auto Output Declined 5% in Latest 
Week, But Exceeded Like Period in 1951 


Passenger car production in the United States last week 
@ropped about 5% from the level of the previous week due to 
@liesings for model changeovers. 

It aggregated 89,924 cars compared with 94,886 cars (revised) 
fim the previous week and 85,483 cars one year ago, according to 
“Ward’s Automotive Reports.” 

Total output for the past week was made up of 89,924 cars 
and 27,822 trucks built in the United States, against 94,886 cars 
and 28,426 trucks the previous week and 85,483 cars and 25,927 
trucks in the comparable period a year ago. ; 

Canadian Plants turned out 3,985 cars and 1,980 trucks against 
319 cars and 2,074 trucks in the prior week and 2,632 cars and 
2,585 trucks in the comparable 1951 week. 


Business Failures Rise Moderately 


Commercial and industrial failures rose to 157 in the week 
ended Dec. 11 from 120 in the preceding week, Dun & Bradstreet, 
Enc., reports. This upturn brought casualties above their 1950 
and 1951 totals of 150 and 143 respectively, but they remained 
~ owl 42%, the pre-war level of 270 in the comparable week 

All of the increase occurred among failures involving lia- 
bilities of $5,000 or more, which climbed to 137 from 95 last week 
mand exceeded the 113 of this size a year ago. Small casualties, 
these with liabilities under $5,000, dipped to 20 from 25 and were 
mot as pesrone as in 1951 when 30 were recorded for the 

week. 


yy aie in ag pug and Seade groups showed a mild in- 
@mease during the week. Ore businesses failed than last year 
im all lines, bu 2 


t the increases from the 1951 level were small. 
phically, a major part of the week’s rise was con- 
in the Middle Atlantic States where casualties jumped 
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to 61 from 34 a week ago and in the Pacific States where they 
rose to 40 from 30. Slight increases took place in the West 
North Central and West South Central States, while three regions, 
including the East North Central, remained unchanged. The only 
decline during the week appeared in the New England States 
which had about one-half as many failures as in the previous 
week. Mortality in that area was down sharply from 1951, but 
in all other regions casualties equalled or exceeded last year’s toll. 


Wholesale Food Price Index Declines to New 
212-Year Low 


The wholesale food price index, compiled by Dun & Brad- 
street, Inc., fell sharply from last week’s figure of $6.22, to $6.15 
on Dec. 9. This marked a new low for approximately two and a 
half years, or since June 27, 1950 at the start of the Korean con- 
flict, when the index stood at $6.04. The current level at $6.15, 
represents a drop of 8.1% from the year-ago figure of $6.69. 

The index represents the sum total of the price per pound of 
31 foods in general use and its chief function is to show the gen- 
eral trend of food prices at the wholesale level. 


Wholesale Commodity Price Index Irregularly 
Lower in Latest Week 


The daily wholesale commodity price index, compiled by 
Dun & Bradstreet, Inc.. moved irregularly downward last week. 
The index closed at 283.46 on Dec. 9, comparing with 285.27 a 
week earlier, and with 310.71 on the corresponding date a year 
ago. 
. Grain price movements were irregular although net changes 
for the week were small. Domestic demand for wheat showed 
some improvement. Foreign sales continued to lag but prospects 
for enlarged export trade were good. Corn showed comparative 
firmness, influenced by more active export trade, a slowing down 
in new crop movement, and strength in the cash market. Trad- 
ing in all grain and soybean futures on the Chicago Board of 
Trade last week averaged about 50,800,000 bushels, against 59,- 


200,000 in the previous week, and 47,000,000 for the same week 
last year. 


Hard wheat bakery flours developed a somewhat firmer tone 
in the week, aided by advances in wheat premiums in the South- 
west. New bookings for these flours, however, remained at a 
low level. Some expansion in Spring wheat flour bookings was 
noted around mid-week but other flours were dull. Cocoa was 
strong with values up sharply, prompted largely by continued 
bearish reports concerning new crop prospects, coupled with 
strength in the London market and some foreign buying. Easi- 
ness prevailed in the domestic spot raw sugar market most of 
the week but futures prices rallied slightly following announce- 
ment by the Department of Agriculture of the 1953 import and 
marketing quotas which were set at 7,800,000 tons. 


Trading in lard was heavy as the result of liquidation which 
sent most lard contracts to new lows for the season. 


Export business in lard continued slow. Hog marketings 
were heavy but clearances were good and prices held steady. 
Quotations for steers and lambs worked lower, influenced by 
heavy receipts and lower dressed meat prices. 

Domestic cotton prices registered further declines last week. 
Firmness in early dealings reflected mill and export price-fixing 
but the market trended downward during the remainder of the 
period. 

Bearish influences included continued slow export trade, the 
absence of any particular activity in the goods market, and pre- 


dictions of a moderate increase in the forthcoming Government 
crop estimate. 


The report, issued on Dec. 8, placed the 1952 cotton crop 
at 15,038,000 bales, as against 14,905,000 forecast a month ago. 
This year’s indicated production compares with the 1951 yield 
of 15,144,000 bales, and a ten-year average of 11,755,000 bales. 
Entries of the staple into the CCC loan stock were below ex- 
pectations. Loans reported during the week ended Nov. 28 were 
81,300 against 94,500 bales in the preceding week, bringing total 
entries for the season through that date to 414,600 bales. Cotton 
ginnings from this year’s growth prior to Dec. 1 were placed at 
13,419,943 running bales, or approximately 90% of the crop and 
the highest percentage on that date since 1943. 


Trade Volume Showed Further Improvement Spurred 
By Christmas Buying 
Gift buying gained further momentum in most parts of the 


nation in the period ended on Wednesday of last week as shop- 


pers spent more money than in any other comparable pre- 
Christmas week. 


Retailers had slightly larger receipts than a year ago and 
were generally confident that the Christmas shopping season 
would be the largest on record. 


Department stores in some large cities, particularly in the East, 
reported their sales as lagging; the disappointing response was 
attributed to the mild weather and the population shift to the 
suburbs. Relaxed credit terms and extended shopping hours 
were used by many merchants to spur shopping. Some cities 
reported that shortages of sales personnel were being reflected 
in lost sales. 

The total dollar volume of retail trade in the period ended 
On Wednesday of the past week was estimated by Dun & Brad- 
street, Inc., to be from 1 to 5% higher than a year ago. Regional 
estimates varied from the year-ago levels by the following per- 
centages: New England +2 to +6; East —1 to +3: South and 
Northwest +1 to +5; Midwest 0 to +4; Southwest and Pacific 
Coast +3 to +7. 

While the rise in the demand for apparel was about on a par 
with seasonal expectations, the interest in outer-wear was dis- 
couraged by mild weather in many parts. Traditional gift items 
such as lingerie, haberdashery, accessories, and jewelry were 
more widely purchased than a year ago. 

The demand for food rebounded from the post-holiday dip 
in the prior week. Housewives continued to spend more for food 
than in the comparable 1951 week. In increased demand this 
week were pork and lamb as some price shavings attracted con- 
sumers. While the buying of beverages for the holiday expanded 
seasonally, it remained below the level of a year before. 


Many household goods were in 
broader demand than in either 
the prior week or the similar 1951 
week. Washers, driers, floor cov- 
erings, silverware and small ap- 
pliances were widely popular. 

Trading activities in the nation’s 
wholesale markets expanded 
slightly in the week as many mer- 
chants placed hurried fill-in 
orders for holiday goods and 
others prepared for post-holiday 
promotions. 

As during the past several, 
months, the total dollar volume 
of wholesale orders was moder- 
ately larger than a year earlier. 
Delivery snags were reported in 
a few lines, but retailers gen- 
erally had little difficulty in fill- 
ing their needs. Inventories re- 
mained somewhat larger than a 
year ago. 

Department store sales on a 
country-wide basis, as taken from 
the Federal Reserve Board’s index 
for the week ended Dec. 6, 1952, 
increased. 1% .from the level of 
the preceding week. In the. pre- 
vious week. a decrease’ of 14%* 
was reported «from that:of the 
similar week of 1951. For the 
four weeks ended Dec. 6, 1952, 
sales declined 2%. For. the period 
Jan. 1 to, Dec. 6, 1952, depart- 
ment store sales registered a drop 
of 1% below the like period of 
the preceding year. 

Retail trade in New York last 
week had warm and rainy 
weather te contend with which 
served te cut sales volume by as 
much as 10% from the level of a 
year ago. 

According to the Federal Re- 
serve Board’s index, department 
store sales in New York City for 
the weekly period ended Dec. 6, 
1952, decreased 6% below the like 
period of last year. In the 
preceding week a decrease of 3%* 
(revised) was reported from 
those of the similar week of 1951, 
while for the four weeks ended 
Dec. 6, 1952, a decrease of 9% 
was recorded. For the period 
Jan. 1 to Dec. 6, 1952, volume 
declined 8% under the like pe- 
riod of the preceding year. 


*In using year ago comparisons for the 
weeks en Nov. 22 and Nov. 29, 
allowance should be made for the 
that in ob 
holiday, store closings occurred 
week ending Nov. 24, 1951 whereas th‘s 
+ pa they oc in the week ending 

ov. 29. 
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Mutual Funds 


By ROBERT RK. RICH 


THERE’S NO CEILING in sight 
as far as the growth of electronics 
is concerned. That’s the view of a 
top investment authority on elec- 
tronics. 
ouun view was advanced by 

hester D. Tripp, President of the 
Television-Electronics Fund. 
“There are no predictable upper 
limits to the continuing growth of 
the electronics industry,” he told 
his shareholders in the Fund’s an- 
nual report for its fiseal year 
ended Oct. 31, 1952. The fund is 
the only American investment 
company. concentrating on the 
electronics field. 

Mr. Tripp pointed out that ap- 
plications of electronics in indus- 
trial and commercial fields are 
growing much faster on a per- 
centage basis than in the enter- 
tainment field. And he predicted 
tLat non-entertainment uses will 
eventually overshadow electronics 
for entertainment. 

The mutual fund executive sin- 
gled out microwave equipment as 
an instance of how quickly a seg- 
ment of the industry can develop. 
He recalled that in July, 1950, 
only 1,900 miles of microwave 
systems had been authorized and 
a year later 9,800 miles. Last June 
the total had passed 20,000 miles. 
“Today,” he continued, “micro- 
wave is measured in thousands of 
miles; tomorrow it will be meas- 
ured in millions of miles.” 

This year, according to Mr. 
Tripp, the industry is in a better 
position businesswise. He recalled 
that last year at this time there 
were numerous uncertainties con- 
fronting particularly radio and 
television set manufacturing. 

“Not that all of the problems 
have disappeared and a big rain- 
bow taken their places,” he said, 
“but the current trend shows a 
generally better feeling and indi- 
cates hope of a better economic 
climate.” 

He gave this picture of the tele- 
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vision industry: “Certainly the 
teleVision set makers are now en- 
joying well-being in sharp contrast 
to conditions prevailing a year ago. 
A significant comparison can be 
drawn from the inventory figure 
reached in the summer of 1951. 
The entire industry combined, 
manufacturers, distributors, and 
dealers, held close to two million 
unsold sets. Today, most dealers’ 
and distributors’ stocks are at a 
minimum, orders are being allo- 
cated and sets in the hands of 
manufacturers approximate 80,000. 
Not only is demand outstripping 
supply at the moment, but there 
are good signs of continued de- 
mand.” 


The fund head forecast the in- 
auguration of “several dozen new 
stations on the air next year.” He 
noted that because the ultra high 
frequency service provided to date 
has been highly acceptable, the 
opening of new markets will be 
speeded. “Nor,” he continued, 
“have the growing pains which 
pessimists forecast for the intro- 
duction of UHF resulted in the 
red ink which had been pre- 
dicted. The country’s first com- 
mercial UHF operation, station 
KPTV in Portland, Ore., began 
broadcasting a scant two months 
ago and is already showing an 
operating profit, according to the 
station manager.” 

A record $12,177,682 increase in 
tctal net assets was reported by 
Television-Electronics Fund in its 
1952 fiscal year. The increase was 
the largest for any year in the 
fund’s history and boosted net 
assets to a new high of $21,970,301 
at the close of the fiscal year on 
Oct. 31, last. This compares with 
net assets of $9,792,619 a year 
previously. 

In the same period, net asset 
value increased to $13.57 a share 
on the 1,619,318 shares outstand- 
ing on Oct. 31, 1952, from $12.91 
a share on the 758,445 shares out- 
standing on Oct. 31, 1951. 


“IT IS ANTICIPATED that gov- 
ernment fiscal policies under the 
new Administration will create an 
atmosphere favorable to the bond 
market.” This statement was made 
to more than 13,800 shareholders 
of Manhattan Bond Fund in the 
company’s annual report. 

In commenting on this predic- 
tion, Hugh W. Long, President of 
Manhattan Bond Fund, Inc., went 
on to say, “Bond investments are 
influenced by general business 
conditions and by changes in the 
money market. Policies of the 
Federal Government exert an 
important force on the first of 
these factors and dominate the 
second. At the prosent time, over- 
all business activity is being sus- 
tained at a high level, aided by 
large government defense expen- 
ditures. Heavy defense spending 
is likely to continue and your 
manngement does not believe that 
a major decline in business is in 
the offing.” 

The report covers operations of 
Manhattan Bond Fund, Inc. for 
the fiscal year ended Oct. 31, 1952. 
During that year quarterly in- 
come dividends totaling 37 cents 
per share were paid to the fund’s 
shareholders. This amount repre- 
sented the third successive year 
of improvement in dividends. At 
the end of the year net asset value 
of each share of the fund was 
$7.85, twenty-two cents higher 
than on Oct. 13, 1951. 

Manhattan Bond Fund, Inc. is 
one of the oldest mutual funds 
in the country which invest solely 
in bonds. Total net assets at the 
year-end 1952 amounted to $26.- 
919.443 and were invested in 57 
different bond issues. 


Among the bonds added to holdings 
during the year were: American & Foreign 
Power Co. 4.6s, 1987; Beaunit Mills, Inc. 
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5s, 1972; The Cincinnati Enquirer 5s, 1967; 
Missouri-Kansas-Texas Railroad Co. cu- 
mulative A 5s, 1967; Peabody Coal Co. 
first B 4'2s, 1972; Peoria & Eastern Rail- 
way Co. first 4s, 1960; Tennessee Gas 
Transmission debenture 4%s, 1971 and 
on Maryland Railway Co. B 4%%s5, 

Bonds eliminated from investments of 
the fund during the 12 months were 
General Realty & Utilities Corp. deben- 
tures 4s, 1969; Illinois Central & Chicago, 
St. Louis & New Orleans joint 5s, 1963; 
Pennsylvania Railroad Co. B 5s, 1968; The 
Pittston Co. collateral trust 4s, 1961 and 
Seaboard Air Line Railway Co. A 4%2s, 2016. 


SOME REVEALING information 
on the number of man-hours of 
research that goes into the man- 
agement of a mutual fund is 
furnished in the December Hud- 
son Fund Bulletin. Research time 
devoted to a single major com- 
pany such as Dow Chemical in 
the Hudson Fund portfolio aver- 
ages more than 500 man-hours a 
year, according to the Bulletin. 
This is the equivalent of about 
one-quarter of one man’s total 
annual working hours, 

When this research time for 
one security is multiplied by the 
74 companies currently repre- 
sented in the Hudson Fund port- 
folio, the resulting total man- 
hours of research runs into the 
tens of thousands, the Bulletin 
continued. This latter total makes 
no allowance for the many securi- 
ties studied and found unsuitable. 

In addition to this time element, 
it is pointed out, the job of man- 
aging the Fund’s portfolio in- 
volves building contacts for field 
investigators as well as avail- 
ability of statistical material. 

The Fiduciary Trust Company 
of New York, a long-established 
investment organization, is re- 
sponsible for the recommenda- 
tions and continuous supervision 
of Hudson Fund investments. 


AN OIL SUPPLY sufficient for 
a 100 years at the current con- 
sumption rate was the estimate 
of Harold Aul, Vice-President of 
Calvin Bullock, on the radio pro- 
gram over WOR, “Your Money At 
Work,” on Sunday. 


This supply includes the proven 
oil reserves of about 100 billion 
barrels and the 425 billion barrels 
of oil in the ground “waiting to 
be discovered.” 

Predictions that we'll soon run 
out of oil, Mr. Aul stated, stem 
from a misunderstanding of oil 
company operations. Since prov- 
ing up oil reserves ties up a lot 
of money, Mr. Aul explained, the 
industry drills enough oil wells 
to insure about a 13-year supply. 


From an investment viewpoint, 
the chief characteristics of the 
petroleum industry, in the 
speaker’s opinion, were “its rec- 
ord of growth, its tremendous 
strength in times of economic 
trouble, its vast reserves, increas- 
ing efficiency, the research- 
mindedness of its management, 
and its conservative financial 
policy.” 

Mr. Aul stated that domestic 
oil consumption declined less than 
15% from the peak rates of 1929 
to the bottom of the depression 
in 1932, compared with a 47% 
decline in general business activ- 
ity during the same period of 
time. 

Milton Fox-Martin, Kidder, 
Peabody & Co., was moderator of 
the program. 


KNICKERBOCKER FUND'S in- 
vestment in equities was increased 
substantially during the past quar- 
ter with the greater part of the 
increase taking place as soon after 
election as was consistent with 
orderly investment, according to 
an announcement today. As of 
Dec. 1, 1952, Knickerbocker’s 
assets were 56.3% in common 
stocks. with the balance in cor- 
porate bonds. preferreds, treasury 
bills, and cash. 


MANY EUROPEAN investors, 
particularly the Dutch, prefer to 
buy their own securities for in- 
come rather than American issues, 
according to Douglas Laird, Di- 
rector of National Securities & 


spoke at a luncheon at the Bank- 


ers’ Club for the staff of the | 


Economic and Investment Depart- 
ment of this Mutual Fund sponsor. 
“High incomes are available in 
some European securities,” said 
Laird, “due to the rather low level 
of prices which prevails for many 
Dutch issues.” 


American securities are pur- 
chased, in most cases, for ap- 
preciation, according to Mr. Laird, 
although some Dutch bankers 
have stated that currently they 
prefer to lighten their holdings of 
American securities, and increase 
their holdings in European, partic- 
ularly Dutch issues, due to their 
apprehension about long-term in- 
flation in the United States en- 
couraged by the Truman labor and 
fiscal policies. 


Laird said, “The fact that I have 
just spent several weeks in Europe 
does not qualify me as an expert 
in international affairs, contrary 
to the ideas of many returning 
tourists. However, some of my re- 
marks might be interesting as 
casual observations on the Euro- 
pean scene.” 


The last of the “Economic 
Royalists” in Europe, commented 
Laird, appear to be the executive 
and junior executive classes. Al- 
most everyone in this group has a 
company-financed automobile 
along with very generous expense 
accounts encouraged by the high 
rate of taxation. 


“There is a sharp contrast in 
the degree of economic rehabilita- 
tion in the countries of Eu = 
said Laird. “In Holland and 
Germany there has been a sharp 
recovery due in a large part to 
hard work. In England and 
France, on the other hand, re- 
covery has been less noticeable 
due to a great deal of apathy. 
However, the mental attitude in 
France and the United Kingdom 
seems to be improving,” said 
Laird, “particularly since the ad- 
vent of the new conservative gov- 
ernments.” 


“For the American tourist in 
Europe,” Commented Laird, “the 
best value seems to be in Italy, 
Spain and also in the United King- 
dom where austerity has kept 
prices for food, goods and services 
comparatively low. In most other 
parts of Europe, particularly in 
Paris, prices for most things are 
very high, 


THE CURRENT issue of “Brief 
Case” published by Distributors 
Group Incorporated for the in- 
vestment dealer and his client, 
comments on the effects of the 
probable expiration of both price 
controls and excess profits taxes 
in 1953. 


“To some kinds of companies 
this would mean little or nothing,” 
the publication states, “for others 
it would greatly stimulate earning 
power. For example, lifting of 
price controls will not help those 


have been mene a 
tobaceo 


tween higher costs of leaf 


HAROLD W. STORY, President 
of the Wisconsin Investment Com 
pany of Milwaukee, announced 
today that E& W. Schenck has 
been elected to the board of di 
rectors of that company. Mk 
Schenck joined Cluett, Peabody & 
Co., Inc., New York, N. Y., Marelz 
1, 1949, as Controller. He is @ 
graduate of the University of Wis 
consin and is a certified public 
accountant. Before joining Cluett, 
Peabody, Mr. Schenck was em- 
ployed with The Wisconsin Com- 
pany. He previously was Com 
troller and Treasurer of x. 
Manchester, Inc., Madison, 

and prior to that position wap 
Vice-President of the 
Wisconsin Trust Co. in 

Wis. Mr. Schenck was 
Vice-President and Treasurer of 
Cluett, Peabody & Co., Inc., and 
its subsidiary, Cluett, Pea & 
Co. of Canada, Ltd., in Serna # 
1950. 


OPEN-END REPORTS. 
TOTAL NET assets of Dividend 
Shares, Inc., a mutual fund mam 
aged by Calvin Bullock, at Oc& 
31, 1952, the end of its 20th fiscal 
year, were $108,740,592 compared? 
with $97,327,210 one year earliex. 
New records were established beth 
in value of assets and number «ff 
shareholders, now more tham 
60,000. 

Assets were equal to $133 @ 
share as against $1.79 a share em 
Oct. 31, 1951. 


Reviewing the company’s prog 
ress since formation in 1932, a& 
the bottom of the depression, the 
report mailed to stockholdesm 
pointed out that since then Divi- 
dend Shares has paid more thas 


$41,000,000 in dividends from ne®.- ..., 


investment income and more tham 
$24,000,000 in distributions from 
net profits on sales of investmentm 

Stockholders were told that all 
stocks held by Dividend Shares 
are currently paying dividend» 
and over 90% have paid dividends 
for 10 years or more. Only 
stocks owned in 1932 now appear 
in the company’s portfolio, which -’ 
numbered 106 common stocks af 
the fiscal year-end. 

Common stocks at fiscal year~ 
end represented 88.38% of net as- 
sets, compared with 87.51% six 
months earlier. 
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Securities Now 


% Allied insurance Co. of America, Broadview, Ill. 
Dee. 15 filed 1,000,000 shares of capital stock (par $1) 
to be offered to agents of Allied Van Lines, Inc. Price 
~-$1.60 per share. Preceeds—For capital and surplus. 
Underwriter— None. 
*% American Brake Shoe Co. 

Dec. 10 filed 50,000 shares of common stock (no par) to 
be effered for subscription by certain employees under 
the company’s “Employees’ Stock Purchase Plan.” Un- 
derwriter—None. 

Ansonia Wire & Cable Co., New York 

Dec. 8 filed 100,000 shares of common stock (par $1). 
Price—To be supplied by amendment. Preceeds—-To 
pay Part of purchase price of assets being acquired from 


Noma Electric Corp. Underwriter—Putnam & Co., Hart- 
ford, Conn. 


% Bank Shares, inc., Minneapolis, Minn. 

Dec. 11 (letter of notification) 10,000 shares of class A 
stock. Price—At par ($20 per share). Preceeds—For 
working capital. Underwriter—M. H. Bishop & Co., 
Minneapolis, Minn. 


Beaver Lodge Oil Corp., Dalias, Tex. 
Nov. 24 (letter of notification) 10,500 shares of common 
stock (par $1). Price—At market (approximately $2.87'2 
per share). Proceeds—To the Tioga Petroleum Corp. of 
Dallas. Office—301 Mercantile Commerce Bldg., Dallas 1, 


a Underwriter—Harold S. Stewart & Co., El Paso, 
‘ex. 


* Big Basin Oil, inc., Holyoke, Colo. 

Dec. 8 (letter of notification) 1,100,000 shares of com- 
mon stock (par five cents). Price—25 cents per share. 
Preceeds— 


To repay notes, and for drilling expenses and 
new equipment. 


ver, Colo. 


Bristol Oiis Ltd., Toronto, Canada 
=> filed 1,000,000 shares of common stock (par $1). 
Approximately 64.48 cents per share. Proceeds— 


To acquire leases and for corporate purposes. Under- 
welter—None. To be named by saudndmnent. 


%& Burton Manufacturing Corp., Spartanburg, S. C. 
Dec. 10 (letter of notification) 500 lawn of ae cumu- 
lative preferred stock. Price—At par ($50 per share). 
Preceeds—For working capital. Office—200 W. Main 
Street, Spartanburg, S. C. Underwriter—None. 
Byrd Oil Corp., Dallas, Tex. 

Oct. 22 filed $1,750,000 of 10-year 54%% convertible sink- 
ing fund mortgage bonds due Nov. 1, 1962, to be offered 
for subscription by common stockholders at the rate 
of $100 of bonds for each 28 shares of stock held (for 
a 14-day standby). Certain stockholders have waived 
their rights. Price—At par. Proceeds—To repay $1,014,- 
500 of outstanding notes and for drilling expenses and 
working capital. Underwriters — Dallas Rupe & Son. 
Dallas, Texas; Carl M. Loeb, Rhoades & Co., New York; 
and Straus, Blosser & McDowell, Chicago, Ill. Offering 
—Postponed until after Jan. 1, 1953. 


Canadian Prospect Ltd., Caiga Alta., Can 
Nov. 24 filed 303,595 shares of common stock one My 
cents), of which 235,000 shares are to be issued upon 
exercise of share rights and 68,595 shares are to be sold 
for account of selling stockholders. Price—To be sup- 
plied by amendment. Preceeds—To company to be used 
for operating expenses to pay for future exploration and 
development of leases, etc. Underwriters—White, Weld 
& Co., New York, for an undetermined number of shares; 
balance through a Canadian underwriter to be named 
later. Offering—Not expected until after Jan. 1, 1953. 


Century Natural Gas & Oil Corp. 
Dec. 9 (letter of notification) 100,000 shares of common 
stock (par 10 cents). Price—At market (estimated at 
20 cents per share). Proceeds—To Kenneth P. Milliken, 
Vice-President, who is the selling stockholder. Under- 
writer—Hunter Securities Corp., New York. 


* Clarvan Corp., Milwaukee, Wis. 

Dec. 8 (letter of notification) 1,150 shares of class A 
preferred stock and 58,750 shares of common stock (of 
which 30,000 shares of common stock will be sold for 
account of underwriters). Price—For preferred, $50 per 
share; for common, $2 per share. Proceeds—For work- 
ing capital. Office—250 N. Water Street, Milwaukee 
a eee Pioneer Enterprises, Inc., Bluefield. 

Cleveland Electric Illuminating Co. 

Oct. 22 filed 557,895 shares of rw the stock (no par) 
being offered for subscription by common stockholders 
of record Nov. 24 at the rate of one new share for each 


Underwriter—E. I. Shelley Co., Den- 
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NEW ISSUE CALENDAR 


December 19, 1952 
Fluor Corp., Ltd 
(William R. Staats & Co.) 


Standard Sulphur Co 
(Gearhart & Otis, Inc. and F. L. Rossmann & Co.) 


December 29, 1952 


Colorado Fuel & Iron Corp 
(Allen & Co.) 
Garrett Freightlines, Inc 
(Allen & Co.) 


January 5, 1953 


Witte) Cost. ...ncacéaeendcnamaakeentes Common 
(‘Blyth & Co., Inc.) 


Powers Manufacturing Co. __...--~------- Commen 
(Dallas Rupe & Son) 


January 6, 1953 
Commonwealth Oil Co 
‘Gordon Graves & Co.) 


Delaware, Lackawanna & West’n RR.__Eq. Tr. Ctfs. 
(Bids to be invited) 


January 7, 1953 


Moore (William S.), Inc 
(Pulton, Reid & Co.) 


New York, New Haven & Hartford RR 
(Bids to be invited) 


Ohio Edison Co 
‘Bids 11 a.m. EST) 


January 13, 1953 


National City Bank of Cleveland 
(Offering to stockholders—underwritten by Merrill, 


Turben & Co.) 
Ohio Edison Co Preferred 


(Bids 11 a.m. EST) 


People’s National Bank & Trust Co., 
White Plains, N. Y._----- iste ahanatiliel etiphadian 5% Common 


(Offering to stockholders) 


January 14, 1953 


Consumers Power Co 
(Bids 11 a.m. EST) 


Montreal Transportation Commission 
(Shields & Co. and Savard & Hart) 


Southern California Edison Co 
(Bids to be invited) 


January 20, 1953 


Kansas City Power & Light Co 
(Bids to be invited) 


Bonds & Preferred 
(Bids 11 a.m. EST) 
January 22, 1953 
Southern Ry. .-----------------Equip. Trust Ctfs. 
(Bids to be invited) 
January 23, 1953 


West Penn Electric Co 
(Offering to stockholders 


Ohio Power Co 


Bids to be invited) 


January 26, 1953 


Culver Cogm odscacs csceee se ae ssnd Common 
(Offering to stockholeers—-no underwriting) 


January 27, 1953 
Iowa-lIllinois Gas & Electric Co 
(Bids 11 a.m. CST) 
State Bank of Albany, N. Y 


(Offering to stockholders—underwritten by Salomon 
Bros. & Hutzler) 











five shares held; rights to expire on Dec. 19. Price— 
$43.25 per share. Preceeds—For property additions. Un- 
derwriter— None. 


® Coca-Cola Bottling Co. of St. Louis 

Dec. 5 (letter of notification) 2,500 shares of common 
stock (par $1). Price—At market (approximately $25 
per share). Proceeds—To Willard R. Cox, the selling 
stockholder. Underwriters — G. H. Walker & Co. and 
Wm. F. Dowdall & Co., both of St. Louis, Mo. Offering— 
Not immiment. 


Code Products Corp., Philadelphia, Pa. 
Dec. 1 filed 500,000 shares of 6% cumulative preferred 
stock (par $1) and 255,000 shares of common stock (no 
par—stated value $1) to be sold in units of two shares 
of preferred and one share of common stock. Price—$3 
per unit. Proceeds — For working capital. Business — 
Manufactures electrical equipment. Underwriter—None. 
Company intends to offer securities to broker-dealers for 
public offering. 
® Colorado Fuel & iron Corp. (12/29) ; 
Dec. 8 filed 340,000 shares of common stock (no par). 
Price—To be supplied by amendment. ds—To fi- 
nance, in part, purchase by a subsidiary (Colorado Steel 
Corp.) of all plants and inventories of John A. Roe- 
bling’s Sons Co. Underwriter—Allen & Co., New York. 


% Columbus National Life Insurance Co., 


Columbus, Ga. 
Dec. 11 (letter of notification) 2,500 shares of capital 
stock (par $10). Price—$40 per share. Proceeds—To 
retire notes and for working capital. Office—1317 First 
Avenue, Columbus, Ga. Underwriter—None. 


- 


* INDICATES ADDITIONS 
SINCE PREVIOUS ISSUE 
© ITEMS REVISED 


® Commonweatth Oli Co., Miami, Fila. (1/6) 

Nov. 28 filed 150,000 shares of common stock (par one 
cent). Priee—To be supplied by amendment. Preceeds— 
For investigation of potential oil areas and for general 
corporate purposes. Underwriter—Gordon Graves & Co., 
New York. 


% Consumers Power Co. (1/14) 

Dec. 16 filed 617,669 shares of common stock (no par) 
to be offered for subscription by common stockholders 
of record Jan. 15 at the rate of one new share for each 
10 shares held; rights to expire on Jan. 30. Price--To be 
announced on Jan. 12. Preeeeds—For new construc- 
tion. Underwriters—To be determined by competitive 
bidding. Probable bidders: Lehman Brothers; Morgan 
Stanley & Co.; Harriman Ripley & Co., Inc., and The 
First Boston Corp. (jointly). Bids—-To be received up 
to 11 a.m. (EST) on Jan. 14. 


Danielson Manufacturing Co. 

Nov. 6 (letter of notification) 5,526 shares of class A 
preferred stock (par $5) and 10,000 shares of common 
stock (par $1) to be initially offered to stockholders at 
rate of one preferred share for each five shares held 
and one share of common stock for each two shares 
held. Price—For preferred, $8.50 per share, and for 
common, $6.50 per share. Preeeeds—For working capi- 
tal. Underwriter—Coburn & Middlebrook, Inc., Hartford, 
Conn. 


Devil Peak Uranium, Ltd. (Nev.) 
April 7 (letter of notification) 600,000 shares of common 
stock (par one cent). Price—50 cents per share. Pre- 
ceeds — For rehabilitation and deveopment program. 
Office — Suite 839, 60 East 42nd St., New York 17, N. ¥. 
Underwriter—Gardner & Co., New York. 


Ekco Oil Co., Philadeiphia, Pa. 
Dec. 4 (letter of notification) 99,000 shares of common 
stock (par one cent). Price—$3 per share. Proeceeds— 
To acquire leases and drill wells. Underwriter—Hopper, 
Soliday & Co., Philadelphia, Pa. 


% Ekco Products Co., Chicago, Hl 

Dec. 11 (letter of notification) 10,000 shares of common 
stock (par $2.50). Price—$22 per'share. Proceeds—For 
general funds. Office—1949 No. Cicero Avenue, Chicago, 
Ill. Underwriter—None. 


Electronics & Nucleonics, Inc., N. Y. 
Nov. 10 (letter of notification) 1,200,000 shares of com- 
mon stock (par one cent). Price—25 cents per Share, 
Proceeds—To expand current operations and for work- 
ing capital. Underwriter—To be furnished by amend- 
ment. 


Empire Oil Corp., Tulsa, Okla. : 
Nov. 6 (letter of notification) 600,000 shares of common 
stock (par 5 cents). Price—50 cents per share. Proceeds 
—To drill well. Office—Mayo Bldg., Tulsa, Okla. Under- 
writer—I. J. Schenin Co., New York. 


Erie Meter Systems, Inc., Erie, Pa. 
Dec. 9 (letter of notification) $300,000 of 15-year 6%, 
sinking fund debentures dated Nov. 1, 1952 and due 
Nov. 1, 1967. Priee—At par and accrued interest. Pro- 
ceeds—To repay bank loans and for working capital. 
Office—1602 Wagner Avenue, Erie, Pa. Underwriter— 
None. Smith & Root, Erie, Pa., will act as distributor. 


Farm Equipment Acceptance Corp., Peoria, Ill. 
Oct. 10 (letter of notification) 2,000 shares of common 
stock (par $50). Price — $60 per share. Proceeds — For 
working capital. Office—3500 North Adams St., Peoria, 
Ill. Underwriter—Paul H. Davis & Co., Chicago, II. 


Films for Television, Inc., Hollywood, Calif. 
Dec. 1 (letter of notification) $182,000 of subordinated 
debentures and 1,820 shares of class B stock (the stock 
to be offered by J. H. Skirball who will issue, without 
charge, five shares of class B stock for each $500 of de- 
bentures purchased). Price — At par. Proceeds — For 
working cepital. Offices—1041 North Formosa St., Holly- 
wood, Calif., and 19 Rector St., New York, N. Y. Under- 
writer—Bruns, Nordeman & Co., New York. 


ai 


@ Filtrol Corp., Los Angeles, Calif. (1/5) 

Nov. 28 filed 653,500 shares of common stock (par $1). 
Price—To be supplied by amendment. Preceeds—To At- 
lantic Co., F. Eberstadt & Co., Inc. and Lazard Freres & 
Co. and certain individuals. Underwriters—Blyth & Co., 
Inc., San Francisco and New York. Business—Produc- 


tion of clay cracking catalysts for petroleum refin- 
ing, etc. 


Both buyers at one eoat | 


Through the Chicage Tribune:alone, you can place the story.of your 
securities and services. most effectively and:at.one.low: cost before 
both types of investment. buyers in the multibillion -dollar.midwest - 
market — professionals and the general investing: public..Get the full 


story from your advertising counsel or nearest: Chicago Tribune 
advertising sales representative. 


CHICAGO TRIBUNE 


The Tribune gives to the market tables of the leading 
stock exchanges the largest circulation given them in America 
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@ Flucr itd., Los Angeles, Calif. (12/19) 

Nov. 26 filed 100,000 shares of capital stock (par $2.50). 
Price—To be supplied by amendment (estimated not to 
exceed. $17 per share). Proceeds—For working capital. 


F a Raance — William R. Staats & Co., Los Angeles. 
alif. 


Food Fair Stores, inc., Philadeiphia, Pa. 

Sept. 9 filed 100,000 shares of common stock (par $1) 
to be offered to certain employees pursuant to the terms 

| Of stock purchase plan. Price—$3 below the average 
market price for the month in which payment is com- 

among Proceeds—For general funds. Underwriter— 
one. 

* Fountain of Youth, Inc., DeLand, Fia. 

Dec. 8 (letter of notification) 1,250 shares of class A 

Stock. Price—100 per share. Proceeds—To develop prop- 

erty known as Ponce de Leon Springs, eight miles north 

of DeLand. Underwriter—None. 


*% Goodall Rubber Co. 

Dec. 15 (letter of notification) 1,500 shares of class A 
common stock (par $5). Price—$12.50 per share. Pro- 
ceeds—To F. B. Williamson, Jr. Underwriter—None. 


* Grace (W. R.) & Co., New York 

Dec. 11 (letter of notification) 9,300 shares of common 
stock (no par). Price—$32.25 per share. Proceeds—To 
Estate of Maurice Bouvier, deceased. Underwriters— 
Merrill Lynch, Pierce, Fenner & Beane and Blyth & Co., 
Inc., both of New York. 


Gyrodyne Co. of America, Inc. 
Nov. 13 filed 350,000 shares of class A common stock 
(par $1), of which 50,000 shares will be issued to stock- 
holders, directors, officers and employees for services 
rendered and 300,000 shares will be offered to public. 
Price—To be supplied by amendment. Proceeds—For 
engineering and construction of prototype coaxial heli- 


couse. Office—St. James, L. I., N. Y. Underwriter— 
one. 


Hawthorne House of Nevada, Inc. 
Nov. 17 (letter of notification) 30,000 shares of common 
stock. Price—At par ($10 per share). Proceeds—For 
new construction and furnishings of motel. Office— 
Room 4, Cornet Bidg.,.Las Vegas, Nev. Underwriter— 
Lester L. LaFortune, Las Vegas, Nev. 


Hemi Western Oi! Co. 
Dec. 3 (letter of notification) 1,196,000 shares of common 
stock (par one cent). Price—25 cents per share. Pro- 
ceeds—-To acquire working interest in oil wells. Office 
—Cravens Bldg., Oklahoma City. Okla. Underwriter— 
Winner & Meyers, Lock Haven, Pa. 


*% Hi-Pac Corp., Hillside, N. J. 

Dec. 15 (letter of notification) 4,950 shares of 5% pre- 
ferred stock (par $50) and 4,950 shares of common stock 
(par 10 cents) to be offered in units of one share of 
prefcried and one share of common stock. Priece—-$50.10 
per unit. Proeeeds — For new equipment and working 


capital. Office—385 Hillside Ave., Hillside, N. J. Under- 
writer— None. 


* Holiday Plastics, Inc., Kansas City, Mo. 

Dec. 10 (letter of notification) 3,799 shares of common 
stock (no par). Price—$13 per share. Proceeds——For 
working capital. Offiee—410 East. 27th Street Terrace, 
Kansas City, Mo. Underwriter —Prugh, Combest, & 
Lanc, Inc., Kansas City, Mo. 


Horizon Oil & Gas Corp., N. Y. 
Nov. 24 (letter of notification) 600,000 shares of common 
_ stock (par 10 cents). Price—50 cents per share. Proceeds 
—To drill test wells. Offiee—50 Broadway, New York, 
N. Y. Underwriter—Teden & Co., Inc., New York. Of- 
fering—Indefinitely postponed. 


idaho Maryland Mines Corp. 
June 6 filed 200,000 shares of common stock (par $1). 
Price—At market (on the San Francisco Stock Ex- 
_ change). Proceeds—To selling stockholder (Gwendolyn 
MacBoyle Betchtold. as executrix of the lact will and 
testament of Errol Bechtold, deceased). Office—San 
Francisco. Calif. Underwriter—None. 


Insurance Exchange Corp., Walla Walla, Wash. 
Nov 25 filed 30,000 shares of common stock (par $10) 
and 14.000 shares of preferred stock (par $50) of which 
28,000 common shares and all of the preferred stock are 
to be offered in units of one share of preferred and two 
shares of common stock. Of remaining 2,000 common 
shares. 500 have been sold to directors and 1.500 are to 
be reserved for directors and sales representatives. Price 
—$70 per unit. Proceeds—For working capital. Under- 
writer—None. 


* Insurance Securities, Inc., Oakland, Calif. 

Dec. 12 filed 10-year participating agreements, as fol- 
lows: 10,240 units of $1,000 each, Single Payment Plen, 
Series U, and 12,300 units of $1,200 each, Accumulative 
Plan, Series E. Business—Investment company. Under- 
writer—None. 


inter County Telephone & Telegraph Co. 
Dec. 3 (letter of notification) 6,0G0 shures of 5% cumu- 
lative preferred stock, series B. Price—At par ($25 per 
share). Proceeds—For general corporate purposes. Un- 
derwriter—H. W. Freeman & Co., Fort Meyers, Fla. 


international Glass Corp., Beverly Hillis, Calif. 

Sept. 22 (letter of notification) 299,635 shares of com- 
mon stock, to be issued as follows: To William Hoep- 
pner, 6,985 shares: to stockholders of Soft-Flex Glass 
Fabrics Corp., 17,650 shares; and to public, 275,000 
shares. Price—At par ($1 per share). Proceeds—For 
general corporate purposes. Office—119 South Beverly 
Drive, Beverly Hills, Calif. Underwriter—Douglass & 
Co., Beverly Hills, Calif. 


Number 5178 .. . The Commercial and Financial Chronicle 


tspetroi Corp., New York 
Oct: 29 filed 49,500 shares of common stock. Price—At 
par ($100 per share). Proceeds—To finance purchase of 
crude oil for Israeli enterprises and to purchase crude 
oil and oil products for resale in Israel. Underwriter— 
Israel Securities Corp., New York. 


Israel industrial & Mineral Development Corp. 
Oct. 6 filed 30,000 shares of class A stock. Price—At par 
($100 per share). Proceeds—For industrial and mineral 
development of Israel. Underwriter — Israel Securities 
Corp., New York. 

*% Kalamazoo Stove & Furnace Co. 

Dec. 12 (letter of notification) 5,912 shares of common 
stock (par $10). Price— At market. Proceeds — To 
Arthur L. Blakeslee, the selling stockholder. Under- 
writer—Hulburd, Warren & Chandler, Chicago, II. 

* Kopp Scientific Inc., New York 

Dec. 10 (letter of notification) 50,000 shares of common 
stock (par 25 cents). Price—$2.25 per share. Preceeds— 
To repay loans and notes and for working capital. Office 
—405 East 62nd St., New York, N. Y. Underwriter— 
Gearhart & Otis, Inc., New York. 


* Kroger Co., Cincinnati, Qhio 
Dec. 12 filed 16,871 shares of common stock (no par) 
to be issuable upon exercise of options to purchase com- 
mon stock held by certain officers and executives of the 
company and Wesco Foods Co., a subsidiary. The options 
are exercisable in 1953. Underwriter—None. 
* Langley Corp., San Diego, Calif. 
Dec. 5 (letter of notification) 2,000 shares of common 
stock (par $1). Price—$1.50 per share. Proceeds—To 
Frank H. Nottbusch, the selling stockholder. Office— 
660 Second Avenue, San Diego 1, Calif. Underwriter— 
Dempsey-Tegeler & Co., San Diego, Calif. 

Lassiter Corp., Charlotte, N. C. 
Dec. 4 (letter of notification) 14,344 shares of class B 
common stock (par $5) and 2,500 shares of class A 
common stock (par $5). Price—$10 per share. Under- 
writer—R. S. Dickson & Co., Charlotte, N. C. Proceeds— 
To selling stockholder. 


Lee Paper Co., Vicksburg, Mich. 
Nov. 13 (letter of notification) 30,000 shares of common 
stock to be offered for subscription only by stockholders 
of record Aug. 18. Price—At par ($10 per share). Pro- 
ceeds—For working capital. Underwriter—None. 

Leon Land & Cattle Co. 
Nov. 6 (letter of notification) 30,000 shares of 5% cumu- 
lative convertible preferred stock being offered for sub- 
scription by common stockholders of record Nov. 15, 
1952 on basis of 4% preferred shares for each 100 com- 
mon shares held (with an oversubscription privilege) ; 
rights to expire Dec. 31. Price—At par ($10 per share). 
Proceeds — To pay loans. Address — c/o S. H. Collier, 
President of First National Bank, Mercedes, Tex. Under- 
writer—None. 


*% Lexington Trust Fund, New York 
Dee. 15 filed 350,000 shares of capital stock. Price—At 
market. Proceeds—For investment. Underwriter—None. 


Lindemann (A. J.) & Hoverson Co. 
Nov. 21 (letter of notification) 6,510 shares of common 
stock (par $1). Price—$2 per share. Proceeds—To Mis. 
Julia Lindemann Amendt, the selling stockholder. 
Underwriter—Merrill Lynch, Pierce, Fenner & Beane, 
Milwaukee, Wis. 


%& Linen Products, Inc., Minneapolis, Minn. 

Dec. 8 (letter of notification) 12,431 shares of capital 
stock. Price—At par ($10 per share). Proeceeds—To 
purchase machinery. Office — 701 Metropolitan Bldg., 
Minneapolis, Minn. Underwriter—None. 


* tock Joint Pipe Co. 

Dec. 16 (letter of notification) 100 shares of common 
stock (no par). Price — At market (about $610 per 
share). Proceeds—To Walter W. Trickey, a Vice-Presi- 
dent. Underwriter—Hemphill, Noyes & Co., New York. 


Lonergan Manufacturing Co., Albion, Mich. 
Dee. 11 (letter of notification) 6,000 shares of class B 
common stock. Price—$3 per share. Proceeds — To 
Simon J. Lorengan, Jr., the selling stockholder. Under- 
writer—David A. Noyes & Co., Chicago, Il. 


* Lorain Telephone Co., Lorain, Ohio 

Dec. 9 (letter of notification) 5,000 shares of common 
stock (no par) to be offered for subscription by com- 
mon stockholders at rate of one new share for each 15.41 
shares held. Price—$20 per share. Proceeds — For 
property additions. Office—203 W. Ninth Street, Lorain, 
Ohio. Underwriter—None. 


Louray Gas & Oil Corp., Phila., Pa. 
Dec. 5 (letter of notification) 290,000 shares of capital 
stock. Price — At par ($1 per share). Proceeds — To 
acquire and drill wells. Office—2717 Fidelity-Philadel- 
phia Trust Bldg., 123 So. Broad Street, Philadelphia, Pa. 
Underwriter—None. 


M Bar Oil Co., Newcastle, Wyo. 
Dec. 3 (letter cf notification) 173,200 shares of common 
stock. Price—At par ($1 per share). Proceeds—-To drill 
well. Underwriter—Carroll, Kirchner & Jaquith, Inc., 
Denver, Colo. 


Magma King Manganese Mining Co. 
Nov. 12 (letter of notification) 553,500 shares of common 
stock (par 10 cents). Price—50 cents per share. Proceeds 
—For working capital. Office — 532 Security Bldg., 
Phoenix, Ariz. Underwriter—Weber-Millican Co., New 
York. 


% Manchester (Harry S.), Inc., Madison, Wis. 

Dec. 8 (letter of notification) 10,000 shares of 5% cu- 
mulative preferred stock. Price—At par ($25 per share). 
Proceeds—For working capital. Office—2 E. Mifflin St., 
Madison 3, Wis. Underwriter—Harley Haydon & Co., 
Inc., Madison, Wis. 
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Marsh Steel Corp., North Kansas City, Mo. 
Dec. 1 (letter of notification) 4,500 shares of common 
stock (par $10). Price—$20.50 per share. Proceeds—To 
Estate of James C. Shepherd. Underwriter—H. O. Peet 
& Co., Kansas City, Mo. 

McCarthy (Gienn), Inc. 
June 12 filed 10,000,000 snares of common stock (par 25 
cents). Price—§2 per share. Proceeds — For drilling of 
exploratory wells, acquisition of leases and for general 
corporate purposes. Underwriter—B. V. Christie & Co., 
Houston, Tex. Dealer Relations Representative—George 
A. Searight, 50 Broadway, New York, N. Y. Telephone 
WHitehall 3-2181. Offering—Date indefinite. 

McGraw (F. H.) Co., Hartford, Conn. 
Sept. 10 (letter of notification) 5,000 shares of common 
stock (par $2) and warrants to purchase 20,000 shares 
of common stock at $6 per share to be offered in units 
of one share and warrants to purchase four additional 
shares. Price—$19.8712 per share. Preceeds—Te Clifford 
S. Strike, the selling stockholder. Underwriter—Gran- 
bery, Marache & Co., New York. 


Mex-American Minerals Corp., Granite City, Ht. 
Nov. 3 filed 113,000 sharcs of 6% cumulative preferred 
stock (par $5) and 113,000 shares of common stock (par 
10 cents) to be offered in units of one share of each 
class of stock. Price—$6 per unit. Proceeds—For work- 
ing capital. Business—Purchase, processing, refining and 
sale of Fluorspar. Underwriter — To be supplied by 
amendment. 


Mid-Guif Oil & Refining Co. 
Nov. 10 (letter of notification) 400,000 shares of common 
stock (par five cents). Price—60 cents per share. Pre- 
ceeds—To acquire additional properties. Office—927-829 ¢ « 


Market St., Wilmington, Del. Underwriter—W. C. Doeh- 
ler Co., Jersey City, N. J. 


Mineral Exploration Corp., Ltd., Toronto Canada 
July 29 filed 2,000,000 shares of common stock, each 
share to have attached an “A,” “B” and “C” w 
each giving the holder the right to buy one 
share for each two shares purchased in two, three, or 
five years, at $1, $2 and $3 per share, respectively. Price 
—For 2,000,000 shares, $1 per share—Canadian. Pre- 
eeeds—For exploration, development and acquisition of 
properties. Underwriter—Brewis & White, Ltd., Toronto, 
Canada. Names of United States underwriters to be sup- 
plied by amendment. 


Mississippi Chemical Corp., Yazoo City, Miss. 
Sept. 29 filed 2,000,000 shares of common stock (par $5), 
of which 849,038 shares have been subscribed, paid for 
and issued, and an additional 107,550 shares have been 
subscribed for as of Aug. 28 and will be issued in con- 
nection with expansion of ammonia plant.. The remain- 
ing shares will be offered for sale primarily to farmers 
and farm groups. Price — At par. Proceeds — For new 
construction. Underwriter—None. 


Montana Basin Oil Corp. (N. Y.) 
Sept. 19 (letter of notification) 300,000 shares of common 
stock (par 10 cents). Price—$1 per share. Proceeds— 
For exploration and development expenses. Underwriter 
—Aetna Securities Corp., New York. 


% Moore (William S.), Inc., Newark, Ohio (1/7) 
Dec. 12 filed $700,000 of 6% convertible sinking fund 
subordinated debentures due Jan. 1, 1968. Price—100%. 
Proceeds — For new equipment and working capital. 
Business—Chain of retail stores. Underwriter—Fulten, 
Reid & Co., Cleveland, Ohio. 


Multicrafters, Inc., Lincoinweod, Ul. 
Oct. 28 (letter of notification) 99.900 shares of 6% con- 
vertible prior preference stock. Price—At par ($3 per 
share. Proceeds —For new machinery and equipment. 
Office—3517 Touhy Ave., Lincolnwood, Ill. Underwriter 
—Steele & Co., New York. 


*% Nemco Oif & Gas Corp., Albuquerque, N. M. 

Dec. 8 (letter of notification) 50,000 shares of common 
stock (par $1). Price—$2.50 per share. Pr To 
purchase oil and gas lands. Office—624 First National 
Bank Building, Albuquerque, N. M. Underwriter—E. H. 
Martin, Albuquerque, N. M. 


Nevada Tungsten Corp., Mina, Nev. 
Nov. 21 (letter of notification) 4,000,000 shares of com- 
mon stock (par one cent). Price—Five cents per share. 
Proceeds—-For working capital. Underwriter—Tellier & 
Co., New York. 


® New England Telephone & Telegraph Co. 

Nov. 20 filed 232,558 shares of capital stock being offered 
for subscription by stockholders of record Dec. 10 at rate 
of one new share for each ten shares held; rights to 
expire on Jan. 12. Price—At par ($100 per share). Pro- 
ceeds—To repay borrowings made from American Tele- 
phone & Telegraph Co., the parent (owner of 69.15% of 
the present outstanding stock), and for other corporate 
purposes. Underwriter—None. 


Nielco Chemicals, Inc., Detroit, Mich. 
Nov. 19 (letter of notification) 34,800 shares of common 
stock. Price—At par ($5 per share). Proceeds—To liqui- 
date notes. Office—8129 Lyndon Ave., Detroit 21, Mich. 
Underwriter—Smith, Hague & Co., Detroit, Mich. 


Northiand Oils, Ltd., Calgary, Alta., Canada 

Nov. 21 filed 1,000,000 shares of capital stock (par 20 
cents—Canadian) and subscription warrants for 600,000 
shares, of which the stock and subscription warrants for 
400,000 shares are to be offered in units of 100 shares 
of stock and subscription warrants for 40 shares. Price— 
$52 per unit. Proceeds—For drilling of additional wells 
and to purchase producing wells. Underwriter—M. 8S. 
Gerber, Inc., New York. 


Continued on page 104 
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% Ohio Edison Co. (1/7) 

Dec. 11 filed 479,846 shares of common stock (par $12) 
to be offered for subscription by common stockholders of 
record Jan. 8, 1953 on the basis of one new share for 
each ten shares held (with an oversubscription privi- 
lege); rights to expire on Jan. 23, 1953. Price—To be 
fixed by company. Proceeds—For repayment of bank 
leans and for new construction. Underwriters—To be 
determined by competitive bidding. Probable bidders: 
Merrill Lynch, Pierce, Fenner & Beane and Kidder, 
Peabody & Co. (jointly); Lehman Brothers and Bear, 
Stearns & Co. (jointly); Morgan Stanley & Co.; The 
First Boston Corp. Bids—To be received up to 11 a.m. 
(EST) on Jan. 7 at offices of Commonwealth Services 
Inc., 20 Pine Street, New York 5, N. Y. 

%& Ohio Edison Co. (1/13) 

Dec. 11 filed 150,000 shares of preferred stock (par $100). 
Proceeds — For repayment of bank loans and for new 
construction. Underwriters—To be determined by com- 
petitive bidding. Probable bidders: Morgan Stanley & 
Co.; The First Boston Corp.; Lehman Brothers and Bear, 
Stearns & Co. (jointly); W. C. Langley & Co., Glore, 
Forgan & Co. and White, Weld & Co. (jointly). Bids— 
To be received up to 11 a.m. (EST) on Jan. 13, 1953 at 
offices of Commonwealth Services, Inc., 20 Pine Street, 
New York 5, N. Y. 


Pacific Telephone & Telegraph Co. 
Oct. 24 filed 703,375 shares of common stock being of- 
fered for subscription by stockholders at rate of one new 
share for each nine preterred or common shares held on 
Dec. 3; rights to expire on Dec. 30. American Telephone & 
Telegraph Co., the parent, presently owns more than 
90% of the outstanding shares. Price—At par ($100 per 
share). Proceeds—To repay advances and bank loans 
and for new construction. Underwriter—None. 

Pacific Western Oii Corp. 
Aug. 5 filed 100.000 shares of common stock (par $4). 
Price—At the market. Proceeds—To J. Paul Getty, Presi- 
dent, Underwriter — None, sales to be handled by 
brokers on the New York Stock Exchange. 


Paradise Valiey Oil Co., Reno, Nev. 
Aug. 20 filed 3,000,000 shares of capital stock. Price— 
At par (10 cents per share). Proceeds—To drill six wells 
on subleased land and for other corporate purposes. Un- 
@erwriter—None, with sales to be made on a 
basis (selling commission is two cents per share). Of- 
fice—c/o Nevada Agency & Trust Co., Inc., Cheney Bldg., 
139 N. Virginia St., Reno, Nev. 
* Peoples Finance Co. of Denville, N. J. 
Dec. 15 (letter of notification) $50,000 of 7% subordi- 
nated debentures. Price—At par (in denominations of 
$100 each). Proceeds—To make small loans. Office—3 
Main St., Denville, N. J. Underwriter—None. Offering— 
Now being made. 

Petroleum Service, Inc. (Texas) 
Oct. 29 (letter of notification) 100,000 shares of pre- 
ferred stock (par $1) and 100,000 shares of common 
stock (par 10 cents) to be offered in units of one pre- 
ferred and one common share. Price—$1.25 per unit. 
Proceeds — For operating capital. Address—c/o N. A. 
Tinker, Jr., Mercantile Securities Bldg., Dallas, Tex. 
Underwriter—Garrett & Co., Inc., Dallas, Tex. 


& Pioneer Enterprises, Inc., Bluefield, W. V. 

Dec. 4 (letter of notification) 50,000 shares of common 
stock. Price—At par ($5 per share). Proceeds—For ad- 
vances to sales agents. Office—Law and Commerce Bldg., 
Bluefield, W. V. Underwriter—None. 


Pittsburgh Reflector Co. 
Dec. 2 (letter of notification) 60,000 shares of class B 
common stock being offered to all stockholders of rec- 
ord Dec. 1 at rate of one new share for each class A 
or B share held. Officers of company have waived suffi- 
cient of their preemptive rights (33,078 shares) so that 
the remaining stockholders may subscribe on a one-for- 
one basis. Price—At par ($5 per share). Proceeds—For 
expansion and modernization of plant and for working 


capital. Office — 403 Oliver Bldg., Pittsburgh 22, Pa. 
Underwriter—None. 


& Poison Plywood Co., Polson, Mont. 
Dec. 8 (letter of notification) 183,997 shares of common 
stock. Priee—At par ($1 per share). Preceeds—For ma- 
chinery and new construction. Address—Box 788, Pol- 
son, Mont. Underwriter—None. 
® Pewers Manufacturing Co. (1/5-9) 
25. filed 250,000 shares of common stock (par $1). 
— $2 per share. Proeceeds— For machinery and 
and new construction. Business—Production 
heavy duty power transmission prockets,. gears, 
Office—Longview, Tex. Underwriter—Dallas Rupe 
+ Son, Dallas, Texas. Offering—Expected first week in 


Ohio 
. 
of notification) 20,000 shares of common 
). Price—$5 per share, Proceeds—To pur- 
building. Offiee—1345 Miami St., Toledo 
- _Underwriters—Ball, Burge & Kraus, Cleveland, 
» and Collin, Norton & Co., Toledo, Ohio. 


%& Preston Moss Fund, Inc. Boston, Mass. 
Dec. 15 filed 5,000 shares of capital stock. Price—At 
market. Preceeds—For investment. Underwriter—None. 


Boe. 11 (lette ~-¥ otificatio pm 
r n cation) $250,000 5% 20-year 
sinking fund debentures due 1972. Price—At ae Ci 
denominations of $500 and $1,000). Proceeds—To make 
loans to Americans who desire to purchase public and 
housing and other structures in Israel. Office— 
41 West 42nd St., New York, N. Y. Underwriter—None. 
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%& Republic Aviation Corp., Farmingdale, L. 1., N. Y. 
Dec. 15 (letter of notification) 344 shares of common 
stock (par $1). Price—At market (estimated at $20 per 
share). Proceeds—To holders entitled to receive frac- 
tional shares in connection with 10% stock dividend 
payable Dec. 20. Underwriter—None. 


Sapphire Petroieums Ltd., Toronto, Canada 
Oct. 28 filed 50,000 shares of common stock (par $1— 
Canadian). Price—To be supplied by amendment. Pro- 
ceeds—To Ken Kelman, the selling stockholder, who 
will offer the shares from time to time either on the 
New York Curb Exchange or in the over-the-counter 
market. Underwriter—None. 


Schweser’s (G e) Sons, Inc., Fremont, Neb. 
Oct. 17 (letter of notification) 989 shares of 6% cumu- 
lative preferred stock. Price—At par ($100 per share). 
Proceeds—For working capital. Office—108 East 6th St., 
Fremont, Neb. Underwriter—None, but Ellis, Holyoke & 
Co., Lincoln, Neb., will act as broker. 

Scott Paper Co. 

Dec. 5 filed $1,000,000 of memberships in the company’s 
Stock Purchase Plan for 1953 and 23,529 shares of com- 


mon stock purchasable under the plan. Underwriter— 
None. 


Seaboard Finance Co., Los Angeles, Calif. 
Nov. 14 (letter of notification) 14,000 shares of common 
stock (par $1). Price—$20.75 per share. Proceeds—For 
working capital. Office — 945 South Flower St., Los 
Angeles 15, Calif. Underwriter—None. 


Seacrest Productions, Inc., Newport, R. I. 

Sept. 8 (letter of notification) 5,000 shares of non-voting 
common stock, series B (no par). Price—$10 per share. 
Proceeds—To acquire real estate and buildings, convert 
sound stages, install recording equipment and cameras, 
and for other corporate purposes. Office—73 Bliss Road, 
Newport, R. I. Underwriter — Kidder, Peabody & Co., 
Providence, R. I. 


Security Controls, Inc., Buffalo, N. Y. 
Dec. 15 (letter of notification) 18,000 shares of common 
stock. Price—At par ($10 per share). Proceeds—For 
purchase of materials, developmental costs and working 
capital. Office—257 Franklin St., Buffalo 2, N. Y. Un- 
derwriter—None. 

Sinclair Oil Corp. 
Nov. 10 filed 298,735 shares of common stock (no par) 
to be offered to certain officers and other employees of 
the company and its subsidiaries under the Stock Pur- 
chase and Option Plan. Priee—$39.50 per share. Pro- 
= For general corporate purposes. Underwriter— 

one. 
*% Smith (Alexander), Inc. 
Dec. 16 (letter of notification) 6,625 shares of common 
stock, of which 3,625 shares are to be sold immediately 
and 3,000 shares in January, 1953. Price—At market. 


Proceeds—To Alexander S. Cochran, a director, Under- 
writer—None. 


* Southern California Edison Co. (1/14) 

Dec. 11 filed 500,000 shares of common stock (par $25). 
Proceeds—To retire bank loans and for new construc- 
tion. Underwriters—To be determined by competitive 
bidding. Probable bidders: Blyth & Co., Inc.; The First 


Boston Corp.; White, Weld & Co. Bids—To be received 
on Jan. 14. 


® Standard Sulphur Co., New York (12/19) 
Nov. 7 filed 1,250,000 share- -f common stock (par 10 
cents). Price—$1 per sh’ «roceeds—For construction 
of plant and purchase c’ equipment and for working 
capital. Underwriters~ eurhart & Otis, Inc., and F. L. 
Rossmann & Co., both c: New York. 
% Starrett (L. S.) Co., Athol, Mass. 
Dec. 12 (letter of notification) $300,000 aggregate amount 
of shares of common stock to be issued under the com- 
pany’s employee stock purchase plan. Underwriter— 
None. 

State Street Investment Corp. 
Oct. 24 filed 180,556 shares of capital stock (no par) 
being offered for subscription by stockholders of record 
Nov. 5, 1952, at rate of one new share for each 10 shares 
held; rights to expire on Dec. 20. Price—At net asset 
value in effect when properly executed subscription 


warrants are received from stockholders. Proceeds—For 
investment. Underwriter—None. 


Telecasting Co., , Ss. C. 
Bec. 2 (letter of notification) 60,000 shares of common 
stock. Price — At par ($5 per share). Proceeds — To 
construct television station. Office—124% East Main 
Street, Spartanburg, S. C. Underwriter—A. M. Law & 
Co., Spartanburg, S. C. 


Streeter-Amet Co., it. 
27 (letter of notification) 2,367 shares of common 
(par $50) to be offered for subscription by common 
at rate of one new share for each four 
Price—$100 per share. Proceeds—To in- 
capital to take care of increased business 
costs. Office—4101 Ravenswood Avenue, 
Underwriter—None. 


Sweet Grass Oils, Ltd., Toronto, Canada 
July 29 filed 375,000 shares of common stock (no par). 
Price—To be related to quotation on the Toronto Stock 
Exchange at time of offering. Proceeds — For working 
capital. Underwriter—F. W. MacDonald & Co., Inc., New 
York. Offering—Probaby some time in October. 


Texas General Production Co. 
June 4 filed 2,500,000 shares of common stock (par 50 
cents). Price—To be supplied by amendment. Proceeds— 
To buy property for oil prospecting. Office—Houston, 
Tex. Underwriter—To be named by amendment. _Of- 


fering—Tentatively postponed. Statement may be with- 
drawn. ‘ . 


held. 
equity 
increased 
13, Hi. 


Texas Oil Exploration Co., Fort Worth, Tex. 
Dec. 5 (letter of notification) 1,200,000 shares of com 
mon stock (par 10 cents). Pricee—25 cents per share. Pre 
ceeds—tTo drill oil and gas wells and for acquisition 0% 
properties. Underwriter—Peter W. Spiess Co., New Yori 


Texas Western Oil Co., inc., Houston, Tex. 
Nov. 12 (letter of notification) 100,000 shares of commot 
stock (par 10 cents). Price—50 cents per share. F bed 
—For working capital. Office—1 Main St., Houston, Te 
Underwriter—Scott, Khoury & Co., Inc., New York. 


- TexSoeDak Oli Co., Sioux Falis, S. D. 
Nov. 24 (letter of notification) 1,000 shares of class 4 
common stock (par $25) to be offered for subscription 
by stockholders; 6,226% shares of class A common stoc 
in exchange for leases and beneficial interest; 
2,679 % shares of class A common stock and 13,750 = 
of class B common stock (par $1) to be issued to G. 
Clifton as the promoter. Priee—Of class A stock, at pay 
Proceeds—tTo drill and equip wells. Office—1213 Soutt 
Hawthorne Ave., Sioux Falls, S. D. Underwriter—None 
. Creek Coal & Coke 
Dec. 10 (letter of notification) 16,250 shares of commor 
stock. Price— At par ($1 per share). Proceeds — For 
working capital. Address—P. O. Box 7772, Denver 1 
Colo. Underwriter—None. 


* Tijuana Mines, Inc., Phoenix, Ariz. 

Dec. 8 (letter of notification) 1,000 shares of commo 
stock. Price—At par ($100 per share). Proceeds—Fo 
general corporate purposes. Offiee—931 E. Denton Lane. 
Phoenix, Ariz. Underwriter—None. 


* Toledo Edison Co. 

Dec. 17 filed 600,000 shares of common stock (par $5) 
Price—To be supplied by amendment. Fo 
construction expenditures. Underwriters—The First Bos 
ton Corp., New York; and Collins, Norton & Co., Toledo 
Ohio 


Torhioc Oil Corp., Ltd., Torente, Canade 

Aug. 21 filed 300,000 shares of commen stock (par $1) t< 
be offered first to stockholders and then to the ne! 
public. Price — 60 cents per share. pe or ex 
ploration of oil and gas properties, and to drill a 
well. Underwriter—None, but offering to public will b 
handied through brokers. 


* Transcontinental Oil Cerp., Dallas, Tex. 

Dec. 11 (letter of notification) 102,000 shares of commo 
stock (par 25 cents). Price—At market (about 81 cents 
per share). Proceeds—To C. J. Simpson, the selling 
stockholder. Office — 1732 Life of America Building 
Dallas, Texas. Underwriters—Harry Leslie; Taft Hold 
ing Corp.; and Zerike Co. 


* Trans-Texas Oil & Gas Co., Fort Worth, Tex. 
Dec. 8 (letter of notification) 300,000 shares of commor 
stock (par 10 cents). Price—$i per share. Proceed: 
For drilling expenses. Office — 714 Dan Waggone 
Building, Fort Worth, Texas. _Underwriter—Degaetanda 
Securities Co., New York. 


% Union Finance Co., Inc., Tampa, Fila. 

Dec. 12 (letter of notification) 4,000 shares of 6% pre 
ferred stock (par $20) and 4,000 shares of common stoc 
(par $1). Price—At par. Proceeds—For working capi 
tal. Office—22 Western Union Building, Tampa, Fl: 
Underwriter—None. 


- United Equipment & Service, Inc., Baltimore, Mc 
Nov. 20 (letter of notification) $238,400 of 6% bonds 
Price—At par (in denominations of $100, $500, $1,006 
and $5,000 each). Preceeds—To reduce outstanding notes 
Office—629 Title Bldg., Baltimore, Md. Underwriter 
None. 


United Petroleum & Mining Corp., Bismarck, N. 0 
Nov. 17 (letter of notification) 150,000 shares of class / 
voting stock and 150,00 shares of 4% class B non-voting 
stock. Price—$1 per share. Preceeds—To purchase 0 
and gas leases. Office—222 Main Street, Bismarck, N. D 
Underwriter—John G. Kinnard & Co., Minneapolis, Min 


% United Security Life, Phoenix, Ariz. 
Dec. 2 (letter of notification) 75,000 shares of class / 


surplus. 
—Life Underwriters, Inc., Phoenix, Ariz. 


Victoria Copper Zinc Mines Ltd., 


West Coast Pipe Line Co., Dailas, Tex. 
Nov. 20 filed $29,000,000 12-year 6% debentures due De 
15, 1964, and 580,000 shares of common stock (par 
cents) to be offered in units one $50 
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nile crude oil pipeline. Underwriters—White, Weld & 
Co. and Union Securities Corp., both of New York. Of- 
fering—Not to be made until after Jan. 1, 1953. 


West Coast Pipe Line Co., Dallas, Tex. 
Nov. 20 filed 1,125,000 shares of common stock (par 50 
cents). Price—To be supplied by amendment. Proceeds 
Together with other funds, to be used to build pipe- 
ne. Underwriters—White, Weld & Co. and Union Se- 
ties Corp., both of New York. Offering—To be made 
r Jan. 1, 1953. 


@ West Flagler Amusement Co., Inc., Miami, Fia. 

ov. 20 filed 170,000 shares of common stock (par 50 
rents). Price—$10 per share. Proceeds—tTo nine selling 
igtockholde: Business—Amusement park. Is owner of 
West Flagler Kennel Club. Underwriter—Fioyd D. Cerf 
f. Co., Miami, Fia., and Chicago, Ill. Offering — Ex- 
pected late this month or early in January. 


Western Natural Gas Co., Houston, Tex. 

Nov. 25 filed 183,002 shares of convertible preferred 
istc being .offered for.subscription by common stock- 
holders of.record .Dec..15,,at rate of one sh of pre- 
ferred ‘stock .for each .20.shares of common stock held 
(with an.oversubscription privilege); rights will expire 
on Dec. 29..Priee—At par ($30 per share). Preceeds—-To 
retire oustanding preferred stock and bank debt. Under- 
writer—White, Weld & Co., New York. 


%& Western Pioneer investment Co., Oakland, Calif. 
Dec. 11 filed 35,000 shares’ of common stock (par $10). 
D per share. Preceeds—To commence opera- 


tions as a finance company and for working capital. 
nderwriter—None. 


Westshore Hospital, inc., Tampa, Fla. 
Dec. 3 (letter of notification) 30,000 shares of common 
ock (of which 1.250 shares will be issued to Dr. Samuel 
. Hibbs and John R. Himes for services rendered). 
At par ($10 per share). Proceeds—For property 
and equipment expenses. Office—349 Plant Ave., Tampa, 
Fla. Underwriter—Louis C. McClure & Co., Tampa, Fla. 


Wisdom Magazine, iInc., Beverly Hills, Calif. 

Sept. 17 filed 6,600 shares of 5% cumulative preferred 

tock (par $100) and 6,600 shares of common stock (par 

$10) to be offered in units of one share of preferred and 

one share of common stock. Price—$110 per unit. Pro- 

To) publish new national picture magazine. Un- 

> one..An earlier registration statement filed 

uly 14, 1952, covering. a like offering of preferred and 
rommon shares was withdrawn Aug. 1, 1952. 


Wyoming National Oil Co., inc., Denver, Colo. 
Nov. 17)(letter 6f.motification) 500,000 shares of common 
tock (par five cents). Price—25 cents per share. Pro- 
reeds — For oili and gas ‘leases. Underwriter — R. L. 
Hughes & Co., Denver, Colo. 


Prospective Offerings 
Aluminium Ltd. 
D 15 directors expected that additicnal financing will 
ibe undertaken in 1953 to meet the major part of the in- 
cre in the estimated cost of the expansion program. 
First Boston Corp., and A. E. Ames & Co., Lid., 


acted as dealer-managers in stock offering to stockhold- 
ors in Oct. 1951. 


Bank of the Manhattan Company 
Dec. 2 it was reported Bank plans offering of 250,000 
additional shares of capital stock to its stockholders on 
a one-for-ten basis. Underwriter—Probably The First 
Boston Corp., New York. 


California Electric Power Co. 
Oct. 7 it was announced company intends to sell early 
in 1953 approximately $10,000,000 of additional new se- 
ities, viz: $8,000,000 of first mortgage bonds and 
about $2,000,000 of common or preferred stock. Preceeds 
For new construction and repayment of bank loans. 
nderwriters—May be determined by competitive bid- 
ling. Probable bidders: ) For bonds only—Halsey, 
Stuart & Co. Inc.; Salomon Bros. & Hutzler. (2) For 
bonds and stocks: Merrill Lynch, Pierce, Fenner & 
Beane and Dean Witter & Co. (jointly); Kidder, Pea- 
body. & Co.; Blyth & Co., Inc. 


‘Central Maine Power Co. 
Sept. 2 it was announced company soon after March 1, 
1953, intends to issue and sell $6,000,000 of first and 
neral mortgage bonds and sufficient common stock to 
Wield approximately $5,000,000 to refund the then out- 
anding short-term notes. Underwriters—To be deter- 
imined by competitive bidding. Probable bidder—(1) For 
ponds, Halsey, Stuart & Co. Inc.; Coffin & Burr, Inc. and 
né First Boston Corp. (jointly); Blyth & Co., Inc. and 
Kidder, Peabody & Co. (jointly); Merrill Lynch, Pierce, 
enner & Beane and White, Weld & Co. (jointly); Har- 
man Ripley & Co., Inc.; Salomon Bros. & Hutzler. 
2) For stock, Blyth & Co., Inc. and Kidder, Peabody & 
o. (jointly); Coffin & Burr, Inc. and The First Boston 
orp. (jointly); Harriman Ripley & Co., Inc. 


P Charter Oil Co., Ltd. 
Nov. 18, it was reported that company plans to offer and 
21] 900,000 additional shares of common stock (no par). 
Price—-To be named later (around $1.70 per share). 
»ceeds—For expansion program. Underwriters—Leh- 
iman Brothers and Bear, Stearns & Co. for about 800,000 
shares: balance to be offered in Canada. Offering — 
Not expected until after Jan. 1, 1953. 


Cirerama Productions Corp. 
Dec, 11 it was reported corporation may sell $5,000,000 
of securitics (probably common stock). Underwriter— 
May be Hayden, Stone & Co., New York. 


Columbia Gas System, Inc., N. Y. 

Oct. 10 it was announced company plans to issue and sell 
common stock and additional debentures early in the 
Spring of 1953. Proceeds—To repay bank loans and for 
construction program. Company has sought SEC author- 
ity to borrow from banks an aggregate of $25,000,000. 
Underwriters—To be determined by competitive bidding. 
Probable bidders: For stock, Merrill Lynch, Pierce, Fen- 
ner & Beane, White, Weld & Co. and R. W. Pressprich 
& Co. (jointly); Morgan Stanley & Co. For debentures, 
Halsey, Stuart & Co. Inc.; Morgan Stanley & Co. 


Culver Corp., Chicago, il. (1/26) 
Nov. 22 it was announced that company proposes to 
offer to stockholders on or about Jan. 26, 1953, a total of 
23,640 additional shares of common stock on a share-for- 
share basis; rights to expire Feb. 9. Price—At par ($2 
per share). Proceeds—For investment. Office—105 West 
Madison Street, Chicago, Il. Underwriter—None. 


*% Delaware, Lackawanna & Western RR. (1/6) 
Dec. 16 it was announced company plans to issue and 
sell at competitive bidding on Jan. 6 an issue of $6,500,- 
000 equipment trust certificates. Probable bidders: 
Halsey, Stuart & Co.; Salomon Bros & Hutzler; and Kid- 
der, Peabody & Co., Dick & Merle-Smith and Wood, 
Struthers & Co. (jointly). 


Eastern Utilities Associates 
Sept. 3 it was announced that amended plan of reor- 
ganization of this company and subsidiaries calls for is- 
suance by company of $7,000,000 debentures and a suffi- 
cient amount of common stock to raise approximately 
$2,000,000. plan further provides that Blackstone Valley 
Gas & Electric Co., Brockton Edison Co., and Fall River 
Electric Light Co. issue mortgage bonds. Proceeds—To 
repay bank loans. Underwriters—For EUA debentures 
may be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc. (for bonds only); 
Lehman Brothers; Estabrook & Co. and Stone & Webster 
Securities Corp. (jointly); Glore, Forgan & Co. and Har- 
riman Ripley & Co., Inc. (jointly). 

Equitable Gas Co. 

Nov. 20 it was announced company may offer early next 
year $10,000,000 of preferred stock. Proceeds—To repay 
$8,000,000 of bank loans and for construction program. 
Underwriters—May be determined by competitive bid- 
ding. Probable bidders: Blyth & Co., Inc.; Kidder, Pea- 
body & Co.; White, Weld & Co.; The First Boston Corp.; 
Merrill Lynch, Pierce, Fenner & Beane. Meeting — 
Stockholders will vote Jan. 20 on authorizing an issu 
of $20,000,000 preferred stock. 

European American Airlines, Inc. 

June 11 it was reported company plans to raise an ad- 
ditional $400,000 of equity capital. An issue of $200,000 
of capital stock was just recently placed privately at 
$7.50 per share. Underwriter—Gearhart & Otis, Inc., 
New York. 


% Follansbee Steel Corp. 

Dec. 16, M. A. Follansbee, President, said the company 
plans additional equity financing, totaling about $4,500,- 
000. This may be done through a rights offering to 
stockholders. Proceeds—Together with funds from pro- 
posed $29,500,000 RFC loan, would be used for expansion 
program. 


Garrett Freightlines, Inc. (12/29) 

Oct. 17 it was announced company has applied to ICC 
for authority to issue and sell $1,100,000 6% convertible 
debentures due 1967. Price—At par. Proceeds—To retire 
outstanding debentures and preferred stock and for new 
equipment and working capital. Underwriter—Allen & 
Co., New York; Peters, Writer & Christenson, Denver, 
Colo.; and Edward D. Jones & Co., St. Louis, Mo. 


General Public Utilities Corp. 
Nov. 15, A. F. Tegen, President, announced that its do- 
mestic subsidiaries may spend around $80,000,000 for 
new construction in 1953. Of this total, $15,000,000 will 
be provided internally leaving about $65,000,000 to be 
financed by the sale of securities. Subsidiaries expect 
to sell around $49,000,000 of bonds, debentures and pre- 
ferred stocks and @PU will furnish about $16,000,000 to 
them. GPU expects to obtain the funds from bank loans, 
the sale of debentures, the sale of common stock or a 
combination of these. If present conditions continue 
well into next year, GPU would expect to offer addi- 
tional shares to stockholders rather than resort to bor- 
rowing. 
% Harris Foods Co., Pittsburgh, Pa. 
Dec. 10 it was announced company plans offer and sale 
to customers of units of two shares of 7% cumulative 
preferred stock (par $5) and one share of common 
stock (par $1) at $11 per unit. Proceeds (about $250,- 
000) will be used to buy a fleet of refrigerated trucks 
and expand food-handling facilities. 


Indiana & Michigan Electric Co. 

Nov. 6 it was reported company plans to issue and sell 
in 1953 some bonds and/or preferred stock. Proceeds— 
To repay bank loans and for new construction. Under- 
writers—May be determined by competitive bidding. 
Probable bidders: (1) for bonds—Halsey, Stuart & Co. 
Inc.; Kuhn, Loeb & Co.; The First Boston Corp.; Union 
Securities Corp.; Harriman Ripley & Co., Inc. (2) for 
preferred—Lehman Brothers; The First Boston Corp.; 
Smith, Barney & Co. 


lowa-IMinois Gas & Electric Co. (1/27/53) 
Nov. 26 directors approved plans to issue and sell 
$8,000,000 first mortgage bonds and 60.000 shares of 
preferred stock (par $100). Proceeds—To repay bank 
loans and for new construction. Underwriters—To be 
determined by competitive bidding. Probable bidders: 
For bonds, Halsey, Stuart & Co. Inc.; Harriman, Ripley 
& Co. Inc., Union Securities Corp. and White, Weld & 
Co. (jointly): Equitable Securities Corp.; Glore. Forgan 
& Co.; Harris, Hall & Co. .(Inc.); Lehman Brothers; 
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Blyth & Co., Inc.; The First Boston Corp.; Smith, Barney 
& Co. For preferred, Blyth & Co., Inc.; Merrill 
Pierce, Fenner & Beane; Glore, Forgan & Co.; Lehmam 
Brothers; Salomon Bros. & Hutzler and Union Securities 
Corp. (jointly); Kidder, Peabody & Co.; Harriman, Rip- 
ley & Co. Inc. Registration—Expected late in December. 
Bids—Tentatively scheduled to be received at 11 a.m. 
(CST) on Jan. 27. 

Jamaica Water Supply Co. 
Dec. 2 it was reported company plans late in 1953 to 
raise about $2,000,000 (about 60% in bonds and 40% im 
stock). Underwriter—Blyth & Co., Inc., New York. 

City Power & Light Co. (1/20 

Nov. 19, H. B. Munsell, President, man company 
plans to issue and sell $12,000,000 of first 
bonds. Preeeeds—To repay bank loans and for new 
construction. Underwriters—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart 
Co. Inc.; Glore, Forgan & Co.; Blyth & Co., Inc. 
Lazard Freres & Co. (jointly); The First 
Corp.; White, Weld & Co. and Shields & Co. (join 
Smith, Barney & Co.; Kuhn, Loeb & Co., Salomon 
&. Hutzler.and Union Securities Corp. (jointly); 
able Securities Corp.; Lehman Brothers and 
Stearns & Co. (jointly); Harriman Ripley & Co., Ine. 
Bids—Tentatively scheduled to be received on Jan. 20. 
a“ ag R. H.) oo 

Ov. was repo company may do some financing 
_ ga pm form ¢ debentures or long-term bank 
oans. Previous financing was done privately through 
Lehman Brothers. " ‘ of 

Missouri Power & Light Co. 
Dec. 11 the SEC authorized the company to borrow 
800,000 from The Chase National Bank of the City of 
New York, the loan to be later funded through a form 
of permanent financing, Probable bidders for bonds: 
Halsey, Stuart & Co. Inc.; White, Weld & Co., Kidder, 
Peabody & Co. and Shields & Co. (jointly). 
® Monongahela Power Co. 
Dec. 11 it was announced company plans issuance and 
sale near the middle of 1953 of $10,000,000 first mortgage 
bonds. Underwriters—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Ime; 
W. C. Langley & Co. and The First Boston Corp. (joint- 
ly); Kuhn, Loeb & Co.; Kidder, Peabody & Co.; Glore, 
Forgan & Co.; Lehman Brothers; Equitable Securities 
Corp.; Union Securities Corp. and Salomon Bros. & 
Hutzler (jointly); Merrill Lynch, Pierce, Fenner & 
Beane; Harriman Ripley & Co., Inc. 


%* Montreal Transportation Commission (1/14) 
Dec. 9 it was reported early registration is expected of 
$18,000,000 of 20-year 4%% guaranteed bonds which 
may be payable in both U. S. and Canadian funds. Un- 
derwriters—Shields & Co., New York and Savard & 
Hart, Montreal, Canada. 


Narragansett Electric Co. 
Oct. 7 it was reported company plans issuance and sale 
of about $10,000,000 first mortgage bonds, series D. Pre- 
ceeds — To repay bank loans and for new construction. 
Underwriters—To be determined by competitive — 
Probable bidders: Halsey, Stuart & Co. Inc.; Kuhn, 
& Co. and Glore, Forgan & Co. (jointly); Salomon Bros. 
& Hutzler; Kidder, Peabody & Co. and Stone & Web- 
ster Securities Corp. (jointly); Lehman Brothers and 
Goldman, Sachs & Co. (jointly); Union Securities Corp.; 
The First Boston Corp.; White, Weld & Co. Offering— 
Expected early in 1953. 
*% National Can Corp. 
Dec. 13 C. L. Thompson, Chairman and President, an- 
nounced stockholders on Dec. 30 will vote, among other 
things, on approving the issuance and sale of $1,500,000 
10-year 5% convertible subordinate debentures. 


National City Bank of Cleveland (1/13) 
Dec. 5 it was announced company plans to offer to 
alt stockholders of record Jan. 2, next, 125,000 addi- 
tional shares of capital stock (par $16)%at the rate of one 
new share for each six shares held; rights to expire om 
Feb. 2. Offering is subject to approval of stoc lders 
on Jan. 13. Price—$36 per share. Proceeds—To increase 
capital and surplus. Underwriter — Merrill, Turben & 
Co., Cleveland, Ohio. 

New Orleans Public Service Inc. 
July 24 company announced plans to issue and sell $6,- 
000,000 of first mortgage bonds due Dec. 1, 1982. Pre- 
ceeds—For new construction. Underwriters—To be de- 
termined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Lehman Brothers; Kidder, 
Peabody & Co. and Stone & Webster Securities Corp. 
(jointly); Equitable Securities Corp.; Union Securities 
Corp. Bids—Originally scheduled to be received om 
Dec. 15 have been postponed.until around the end of 
the first quarter of 1953. 
® New York, New Haven & Hartford RR. (1/7) 
Nov. 12 company applied to ICC for permission to issue 
and sell $14,000,000 of Harlem River Division first mort- 
gage bonds, series A, due Jan. 1. 1973. Proceeds—Ta- 
gether, with other funds, to refund ©! 1.427,000 Harlem 
River & Port Chester first mortgage 4% bonds due May 
1, 1954. Underwriter— “o »° determined by co:mnpctitive 
bidding. Probable bic iers: Halsey, Stuart & Co. Ine; 
Kidder, Peabody & Co.; Kuhn, Loeb & Co.; Morgan 
Stanley & Co.; The First Boston Corp.; Smith, Barne “4 
Co.; W. C. Langley & Co.; Merrill Lynch, Pierce, : enner 
& Beane and Blyth & Co. Inc., (jointly). Bids—‘o be 
received up to nocn (TST) on Jan. 7 at company’s office 
in New York City. 

Northern Indiana Public Service Co. 
Sept. 18 it was reported company may issue and sel 
shortly after the close of this )car some additional pre- 
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ferred and common stock. Underwriters—May be Cen- 
tral Republic Co. (Inc.), Blyth & Co., Inc. and Merrill 
Lynch, Pierce, Fenner & Beane. 


Ohio Power Co. (1/20/53) 
Oct. 28 it was reported company plans to issue and sell 
$22,000,000 of first mortgage bonds and 100,000 shares of 
preferred stock (par $100). Proceeds — To repay bank 
loans and for new construction. Underwriters — To be 
determined by competitive bidding. Probable bidders: 
(1) For bonds, Halsey, Stuart & Co., Inc.; The First 
Boston Corp.; Union Securities Corp. and Salomon Bros. 
& Hutzler (jointly); Kuhn, Loeb & Co., Harriman Ripley 
& Co., Inc. and Stone & Webster Securities Corp. 
(jointly); Blyth & Co. Inc.; Glore Forgan & Co. (2) 
For preferred stock, Blyth & Co., Inc.; Dillon, Read & 
Co., Inc.; Harriman Ripley & Co., Inc. and Stone & 
Webster Securities Corp. (jointly); Glore, Forgan & Co.; 
Lehman Brothers; The First Boston Corp.; Union Securi- 
ties Corp. and Salomon Bros. & Hutzler (jointly). Bids— 
Tentatively expected to be received on Jan. 20 at 11 a.m. 
(EST). Registration—Scheduled for Dec. 18. 


Oklahoma Gas & Electric Co. 
Nov. 13 it was announced company plans to issue and 
sell additional common stock at about a one-for-ten 
basis (2,411,945 shares of common stock outstanding). 
Proceeds—For new construction. Underwriters—May be 
determined by competitive bidding. Probable bidders: 
Lehman Brothers; The First Boston Corp.; Smith, Bar- 
ney & Co. and Harriman Ripley & Co., Inc. 

Pacific Northwest Pipeline Corp. 
Aug. 29 company filed a second substitute application 
with the FPC proposing to construct a 1,384-mile trans- 
mission line extending from the San Juan Basin in New 
Mexico and Colorado to market areas in the Pacific 
“ Northwest. Estimated overall capital cost of the project 
is $179,000,000. Financing is expected to consist of 
mortgage pipe line bonds and preferred and common 
stocks, and is expected to be completed by April, 1953. 
Underwriters—White, Weld & Co. and Kidder, Peabody 
& Co., both of New York, and Dominion Securities Corp., 
Ltd., Toronto, Canada. 


Pan-American Suiphur Co., Dailas, Tex. 

Oct. 23, J. R. Patten, President, said that it is planned 
to float an issue of over $3,000,000 of common stock 
(probably around 500,000 shares to be offered to stock- 
holders on a 1-for-2% basis. Price—About $7 per share. 
Proceeds — For construction program. Underwriters — 
Kuhn, Loeb & Co. and Carl M. Loeb, Rhoades & Co., 
both of New York. 


Peoples Gas Light & Coke Co. 
Oct. 24 it was announced that company and each of its 
subsidiaries will issue mortgage bonds or other debt 
securities. Proceeds—-To finance construction programs. 
Underwriters—To be determined by competitive bidders 
Probable bidders: Halsey, Stuart & Co. Inc.; The First 
Boston Corp.; Glore, Forgan & Co.: Kuhn, Loeb & Co. 


* Pe ’s National Bank & Trust Co., 
Piains, N. Y. (1/13) 
Dec. 11 it was announced company plans to offer for 
subscription by stockholders 4,000 additional shares of 
capital stock (par $25) on a one-for-six basis. Price—$50 
per share. Proceeds— To increase capital and surplus. 
Meeting—Stockholders on Jan. 13 will vote on approving 
offering and stock dividend of 4,000 shares. 


Public Service Co. of New Hampshire 
Nov. 3 it was announced company plans to issue and 
sell approximately $5,000,000 of bonds in May or June, 
1953, and in the latter part of 1953 to issue sufficient 
common shares to raise about $4,000,000. Proceeds—To 
repay bank loans and for new construction. Under- 
writers—To be determined by competitive bidding. 
Probable bidders: For bonds, Halsey, Stuart & Co. Inc.; 
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The First Boston Corp. and Coffin & Burr, Inc. (jointly); 
Kidder, Peabody & Co.; White, Weld & Co. For stock, 
Kidder, Peabody & Co. and Blyth & Co., Inc. (jointly); 
Harriman Ripley & Co. Inc. 


Rockland Light & Power Cw. 

Nov. 12, F. L. Lovett, President, announced company ex- 
pects to raise about $24,000,000 in the next two years 
through sale of bonds, and preferred and common stock, 
viz: $5,500,000 of first mortgage bonds and $5,500,000 
prefererd stock in 1953 and $6,000,000 bonds, $6,000,000 
preferred stock, and $1,000,000 common stock in 1954. 
Proceeds—-For expansion program. Underwriters — For 
bonds and preferred stock may be determined by com- 
petitive bidding. Probable bidders: (1) For bonds—Hal- 
sey, Stuart & Co. Inc.; First Boston Corp. and Salomon 
Bros. & Hutzler (jointly); Stone & Webster Securities 
Corp.;: Lehman Brothers, Bear, Stearns & Co. and A. C. 
Allyn & Co., Inc. (jointly); Merrill Lynch, Pierce, Fen- 
ner & Beane; Estabrook & Co. (2) For preferred—Stone 
& Webster Securities Corp.; Lehman Brothers; W. C. 
Langley & Co.; Estabrook & Co. and Kidder, Peabody & 
Co. (jointly). Common stock will probably be offered 
for subscription by stockholders. 


Sinclair Oil Corp. 
Oct. 28 it was announced company plans to issue and 
sell a total of $101,758,900 of new convertible -suber- 
dinated debentures, which are first to be offered for sub- 
scription to comon stockholders.at rate of $100-of deben- 
tures for each 12 shares of stock held. Price—To be de- 
termined at a later date. Proceeds—To retire $40,000,000 
of bank loans and for expansion program. Offering— 
Expected some time in January. Registration—Expected 
after Dec. 18. Underwriters—Smith, Barney & Co. and 


Merrill Lynch, Pierce, Fenner & Beane, both of New - 


York. Registration—Expected Dec. 19. 


Southern Natural Gas Co. ea 
Nov. 3 FPC authorized company to. cohstru 
facilities estimated to cost $32,518,500. On Sept. 15 


it had been announced that the company expects to. 


sell additional bonds during the first six months of 
1953 in the amount then permissible under its mortgage 
indenture, and to provide for other permanent financing 
by the sale of additional first mortgage bonds or other 
securities in such amounts as may be appropriate at the 
time. Probable bidders for bonds: Halsey, Stuart & Co 
Inc.; Kuhn, Loeb & Co.; The First Boston Corp., Blyth 
& Co. Inc. and Kidder, Peabody & Co. (jointly). Any 
stock financing may be via stockholders. 


Southern Railway (1/22) 
Dec. 5 it was reported company expects to open bids Jan. 
22 on an issue of $3,600,000 equipment trust certificates. 
Probable bidders: Halsey, Stuart & Co. Inc.; Salomon 
Bros. & Hutzler; Kidder, Peabody & Co. 


Southwestern Bell T Co. 

Nov. 28 company applied to the Missouri P. S. Commis- 
sion for authority to issue and sell $186,000,000 of addi- 
tional securities as the need arises (in addition to the 
proposed issuance to its parent, American Telephone & 
Telegraph Co., of $85,000,000 common stock. If deben- 
tures are issued, probable bidders may include Halsey, 
Stuart & Co. Inc, and Morgan Stanley & Co. 


Southwestern Public Service Co. 

Dec. 5 it was announced that the company’s financing 
program tentatively involves offering early in 1953 of 
$12,000,000 bonds and $2,000,000 preferred stock in addi- 
tion to about $5,500,000 to be raised from the sale of 
additional common stock (about 293,500 shares) to com- 
mon stockholders on a 1-for-12 basis (with an over- 
subscription privilege). Bond and preferred stock fi- 
nancing was previously done privately. Proceeds—To 
repay back loans and for new construction. Underwriter 
—Dillon, Read & Co. Inc., New York. Registration— 
Expected in January, 1953. 


ict. pipeline - 


*% State Bank of Albany, N. Y. (1/27) 

Dec. 15, Frederick McDonald, President, announced that 
company plans to offer (following approval on Jan. 27 
of increase in capitalization) 101,725 additional shares 
of capital stock (par $10) on the basis of one new share 
for each three shares held. Price—To be determined by 
directors. Preceeds — To increase capital and surplus. 
Underwriter—Salomon Bros. & Hutzler, New York. 


*% Syivania Electric Products Co. 

Dec. 8, it was reported company may do some financing 
in 1953 (probably bonds and common stock). Under- 
writer — Paine, Webber, Jackson & Curtis, of Boston, 
and New York. 


Tennessee Gas Transmission Co. 
Dec. 3 it was reported company plans to issue and sell 
early in 1953 between $25,000,000 and $30,000,000 of first 
mortgage pipe line bonds. Underwriters—May be deter- 
mined by competitive bidding. Probable bidders: Halsey, 
Stuart & Co. Inc.; Stone & Webster Securities Corp. and 
White, Weld & Co. (jointly). 


Texas Utilities Co. 
Nov. 26 it was reported that this company, Texas Power 
& Light Co., Dallas Power & Light Co. and Texas Elec- 
tric Service Co. plan new financing totaling about $53,- 
006,000 .to finance, in part, a $69,500,000 construction 


program. 

® Toledo Edison Co. 
Oct. 3 it was reported company plans issue and sale of 
$7,500,000 first mortgage bonds and 600,000 shares of - 
common stock. Proceeds—For construction program. Ua- 
derwriters—For bonds, to be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Eyuitapte. Securities Corp. and Salomon Bros. & Hutz- . 


-ler- (jointly }; Carl M.-Loeb; Rhoades & Ce.; Kidder, Pea- 


body & Ce.; The First Boston Corp. and Glore, Forgan _t 
& Co. (jointly): Union Securities Corp.; Smith, Barney 
& Co.; White, Weld & Co. and Merrill Lynch, Pierce, — 
Fenner & Beane (jointly); Lehman Brothers. Offering 
—Of bonds probably early in 1953. Stock Registered— 
The -600,000- shares of common stock were registered 
with the SEC om Dec. 17 (see a preceding column). 


Washington Water Power Co. 

Dec. 3 it was reported company may issue and sell in 
June, 1953, $10,0Vv0,000 of first mortgage bonds and be- 
tween $14,000,000 and $18,000,000 of debentures. If com- 
petitive, bidders may include: Halsey, Stuart & Co. Inc.; 
Union Securities Corp. and Lehman Brothers (jointly); 
Blyth & Co., Inc., Smith, Barney & Co. and White, Weld 
& Co. (jointiv): W. C. Langley & Co: and The First 
Beston Corp. (jointly). 


® West Penn Electric Co. (1/23) 
Dec. 11 company announced it plans to offer about 264,- 
000 additional shares of common stock to common stock- 
holders on or about Jan. 23. on a 1-for-15 basis; rights 
to exoire on or about Feb. 9. Underwriters—To be de- 
termined by competitive bidding. Probable bidders: W. 
C. Langley & Co. and The First Boston Corp. (jointly): 
Lehman Brothers and Goldman, Sachs & Co. (jointly); 
and Harriman Ripley & Co., Inc..Registration—Expected 
about Dec. 19. 
Wisconsin Public Service Corp. Y 
Nov. 26 it was announced that company plans permanent 
financing prior to June 1, 1953, which may include the 
issuance and sale of between $7,000,000 and $8,000,000 
of bonds and from $2,000,000 to $3,000,000 of preferred 
stock. An indeterminate number of shares of common 
stock may be offered late in 1953 or early in 1954. Stock 
financing, if negotiated, may be handled by The First 
Boston Corp. and Robert W. Baird & Co. Probable bid- 
ders for bonds: Halsey, Stuart & Co. Inc.; The First , 
Boston Corp.; Union Securities Corp.; Kidder. Peabody 
& Co.; Shields & Co.; Merrill Lynch, Pierce, Fenner & . 
Beane; Harris. Holl & Cr ‘™~-): Carl M. Loeb, Rhoades 
& Co.; Salomon Bros. & Hutzler. 
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Observations... 


basis likewise obtains in the case of the device of the short-sale 
for maintaining one’s position in the same stock while registering 
a capital loss for tax purposes. 


That Nasty Reduction of Cost 

We must also remind you of that nasty little matter of a 
permanently lowered cost basis in the case of stock of companies 
possessing unrealized losses which can be realized to offset current 
and accumulated earnings (as Transamerica, Electric Bond and 
Share, etc.). While such losses provide a pool for the payment 
of an equivalent amount of dividends that are free of tax on the 
recipient’s ordinary income, they do not, as is frequently repre- 
sented, along with “equivalent” tables, provide a “tax-free” yield; 
and even the less tempting description “tax-sheltered” is some- 
what misleading. Actually, since they reduce the shareholder’s 
cost — y ihey a — — to the —_ of the difference 
betw cap gains tax ceiling an s ordinary income 
bracket, if the latter is the higher. om 

Thus the loss-possessing companies really offer merely tax 
postponement and, in most causes, some tax saving! 


Tax Strategy and Investing Decisions 


Tax should be kept within the framework of intelli- 
gent investing policy. Accordingly, decisions whether to liquidate a 


an accrued profit can and should be arrived at by 


coldblooded calculation of the attractiveness of the net-after-tax 
proceeds versus the price of another vehicle for use of the capital, 


or as related to the need for meney for consumption. A 10-year 
high-bracket holder of Sears Roebuck with a 50-point gain must 
-@ecide whether is present price of 62 represents an overvaluation 


by more than the $124 per share of his tax bill on liquidation— 
i.e., whether he can find a better value in another issue at 50, or 
in the absence of a switch whether it is simply overvalued at a 
price of 50, not the market’s 62. 

Over-zealous following of prevalent advice to postpone the 
taking of profits until after the close of this year, in expectation of 
ameliorating new legislation, may also lead to interference with 
intelligent investing decision. If a stock shows preponderant evi- 
dence of being overpriced net-after-tax on the basis of value cri- 
teria, it had better be sold without trying to outwit the calendar. 
Even a cutting in half of the existing capital gains tax rate and 
ceiling in 1953 could only save you one-eighth of your tax. 


The Market on Ice 


These and other year-end reflections on tax-motivated . tax 
strategy highlight the crucial impact of the capital gains tax on 
the market structure. It pre-empts large portions of portfolios 
from investment decisions based on value criteria and from the 
normal functions of investment counselling generally. And it 
tightly freezes large segments of the market, particularly at this 
advanced stage of an extended secular rise (accentuated in the case 
of older shareholders by the capital gains tax exemption bonus’from 
death). This is, of course, particularly true in the Blue Chip sector. 
And the tendency is for increasing Blue Chip-itis disparity. “the 
higher they go,” since it seems to be psychologically distasteful 
to switch from the glamorous issues with perpetual upward motion 
to the stagnant cats-and-dogs, even apart from ihe tax penalty on 
selling the former. 

The tax law regarding capital gains taken by the investment 
companies must act as an additional freezer-in of profits, par- 
ticularly in the case of the closed-end companies whose cashing 
of paper profits and their legislatively forced disbursement re- 
sults in long-term unwinding of their capital funds. 

Will the Ponzi scheme-like chain buying of the stylish issues 
continue permanently? At least partly does the answer depend 
on the next Congresses. - 


New York Central 
Certificates Offered 


Salomon Bros. & Hutzler and 
associates are offering today 
(Dec. 18) $11,625,000 of New York 
Central Railroad 3%% equipment 
trust certificates, maturing annu- 
ally Jan. 1, 1954 to 1968, inclusive. - 
The certificates are priced to yield 
from 2.40% to 3.30%, according 
to maturity. 


The issue will be secured by 
new standard - gauge raiiroad 
equipment, including Diesel 
switching locomotives, steel box 


cars, steel flat cars, and a _self- § 


propelled passenger-baggage-mail ~ 
car, estimated to cost $15,519,900. 
Issuance of the certificates is sub- 
ject to authorization by the inter- . 
state Commerce Commission. 
Also participating in the offer- 
ing are: Drexel & Co.; Union Se- - 
curities Corp., and Stroud & : 
Co., Inc. ; ' 


With Waddell & Reed 
(Special to Tue Frvanciat ©" owrerd) e 
CHICAGO, I. — William G. . 
Schumann is connected «ith Wad- 
dell & Reed, Inc. 
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. The Commercial « 


Dealer-Broker Investment 
Recommendations & Literature 


Olin Industries, Inc. — Illustrated brochure — Steve Hannagan, 
247 Park Avenue, New York 17, N. Y. 


Pabco Products, Inc.—Analysis—Boettcher and Company, 105 
East Pikes Peak Avenue, Colorado Springs. Colo. 


Package Machinery Co.—Analysis—May & Gannon, Inc., 


161 


Devonshire Street, Boston 10, Mass. 
Riverside Cement Co. — Analysis and review of the Cement 


Industry—Lerner & Co., 
Mass. 


10 Post Office Square, Boston 9, 


Servel, Inc.—Analysis—Eastman, Dillon & Co., 15 Broad Street, 


New York 5, N. Y. 


Spokane and Eastern — Brochure describing Spokane head- 
quarters of the Seattle-First National—Seattle First National 
Bank, Second Avenue & Columbia Street, Seattle 4, Wash. 


Wisconsin Public Service Corp. 


— Memorandum — Robert W. 


Baird & Co., 110 East Wisconsin Avenue, Milwaukee 1, Wis. 











Reporter's 
Report 





The normal order of business 
was relegated to secondary posi- 
tion in the underwriting and in- 
vestment world this week. True, 
a smattering of small issues 
reached market, mostly railroad 
equipment notes, with the big sec- 
ondary in Atlantic Refining serv- 
ing te build up the total. 

But by-and-large those who 
handle the bulk of such public 
offerings were coasting to a halt 
and turning their attention largely 
to balancing out the books for the 
year and looking forward to the 
customary festivities of the season. 


Generally speaking, it was 
agreed that the 12 months now 
rapidly drawing to a close, has 
been a good one for the under- 
writing business. True it could 
have been a lot better if more of 
the business had gene throw~h 
public offering channels rather 
than taking the form of private 
and direct placement. 


But all things considered the 
rank and file of investment bank- 
ing firms find little to complain 
about as the turn into the new 
year approaches. Perhaps . they 
would like to be assured that 1953 
will treat them no less kindly. 


For one large firm, which al- 
ways has been active and which 
had some tremendous years in the 
twenties, the current period is re- 
ported te have. been a record- 
breaker. And another large firm 
which ranks well up the line on 
the basis of capital, improved its 
results over last year. 

Thus, it appears that in spite of 
sore things which the bankers 
feel could be corrected, conditions 
by and large have not been. too 
bad. 


Direct Placements 


The rash of direct placements . 


going through in the past week 
gave point to the recent observa- 





SITUATION WANTED 
TRADER 


Thoroughly experienced in over the 
counter securities including knowledge 
municipals. Highest references. Box 
M 1218, Commercial & Financial 
Chronicle, 25 Park Place, New York 
7, New York. 














LIQUIDATION NOTICE 





The Love County National Bank at Mari- 
etta in the State of Oklahoma is closing 
tts affairs. All creditors of the Association 
are therefore hereby notified to present 
claims for payment to the undersigned, at 
Marietta, Oklahoma. 

G. C. McMAKIN, 


Liguidating Agent. 


tions of Carrol M. Shanks, Presi- 
dent of Prudential Insurance Co. 
of America, in addressing the IBA 
Convention in Florida. |Full text 
of speech on page 20.—Ed.| 

He estimated that better than 
60% of all corporate bonds, and 
around 90% of those other than 
railroad and utility issues, which 
life insurance firms held a year 
ago, were obtained via that route. 


Just to lend emphasis to this 
trend, which has been especially 
marked in recent years, a quick 
run-down of this week’s financing 
aperations in the corporate field 
shows that some eight companies 
went direct either to insurance 
companies or other institutional 
lenders for their needs. 


Equities To Fere 


A couple of public utility com- 
panies have initiated steps looking 
toward substantial financing 
through the sale of equities. But 
these operations will involve of- 
fering first on “rights” to stdck- 
holders. 


Consumers Power Co. has regis- 
tered with SEC to issue 617,669 
shares of additional common to be 


DIVIDEND NOTICES 


THE ELECTRIC STORAGE BATTERY 
COMPANY 


209th Consecutive 

Quarterly Dividend 
The Directors have declared from the 
Accumulated Surplus of the Company a 
year-end dividend for the year 1952 of 
fifty cents ($.50) per share on the 
Gommon Stock, payable December 22, 
1952, to stockholders of record at the 
dose of business on December 15, 
1952. Checks will be mailed. 


H. C. ALLAN, 
Secretary and Treasurer 


Philadelphia, December 5, 1952. 











, te shareholders of record 
December 5, 1952. 


Preferred Stock Dividend: 


The reguler quarterly dividend of 
$1.12 per share on the 444% Cumule- 
tive Convertible Stock hes been 
declared payable 31, 1953, to 
shareholders of record January 15, 1953. 


ALVAW.PHELPS A. KING McCORD 
Chairman of the President o 


eth 
sae” Af 
tHe OLIVER corporation 


Chicago, Ilinois 
Ree eT eae ieee ene ee Tt 














second wee 


ered for subscription during the 
« of January. The com- 
prepeses to have under- 
vrs bid for the “standby” jeb 
14 
Penn Electric Co., is pro- 
ne sale of 264,000 addi- 
mmon shares to present 
and has filed the neces- 
8: tration. Meanwhile its 
sub Monongahela Power, 
wil 769,000 additional com- 
mon shares to the parent firm for 
$5,000,000. It is expected the West 
Penn offering will be under- 
written. 


Clesing With A Rush 


Good-name equities evidently 
are still enjoying a bang-up mar- 
ket judging from the manner in 
which a couple of large secondary 
offerings were snapped up this 


week. 

A case in point is Atlantic Re- 
fining Ce. common steck. Here a 
bleck of 320,000 shares was placed 
on the market at $32 with a con- 
cession of 90 cents a share to 
NASD members. Books opened 
after the close of the market on 
Tuesday and oversubscription was 
announced within a matter of 
minutes. 


Again, offering of 95,225 shares 
of Franklin Stores Corp. common 
at $12.75 a share, was reported as 
meeting with brisk demand. 


pany 

Write 

on Jan 
vA 


i or 


idlz 
Se 11 


DIVIDEND NOTICES 
The New York Central Railroad Co. 


New York, December 10, 1952. 
A dividend of Fifty Cents ($.50) per share on 
the capital stock of this Company has been 
eets -d /. January 15, 1953, at the Of- 
fice the Treasurer, 466 Lexington Avenue, 
New York 17, N. Y¥., to stockholders of record 
at the close of business December 19, 1952. 
E. E. PANCOST, Treasurer. 








NATIONAL SHARES CORPORATION 
14 Wall Street, New York 


A special dividend of two dollars and thirteen 
cents ($2.13) per share has been declared this 
day on the Corporation's capital stock payable 
December 26, 1952 to stockholders of record 
at the close of business December 18, 1952. It 
is expected that approximately one dollar end 
fifty-nine and two-tenths cents ($1.592) per 
share of this special dividend will be designa‘ed 
as a “capital gain dividend,’ eau to the 
provisions O1 tue sM.ei its . 

ane Dorectors have also. “deciared a dividend 
of fifteen cents (15c) per share payable January 
15, 1953 to stockholders of record at the close 
of business Decemb:: 21, 1952. 

JOSEPH 8S. SOUT, Sec retary. 


December 11, 1952. 





THe GARLOCK 


Packinc ComMPANY 
December 10, 1952 
4 COMMON DIVIDEND No. 306 


At a meeting of the Board of Directors, 
held this day, a quarterly dividend of 
25¢ per share and an extra dividend of 
25¢ per share were declared on the 
common stock of the Company, payable 
December 29, 1952, to stockholders of 
record at the close of business December 
17, 1952. 

H. B. Pierce, 


Secretary 


PACIFIC 
FINANCE CORPORATION 


DIVIDEND NOTICE 


On Dec. 10, 1952, the Board 
of Directors declared regu- 
lar quarterly dividends on 
Preferred Stock of this 
corporation, payable to 
stockholders of record 
Jan. 15, 1953. as follows: 


Date Rate 
Pay- Per 
able Share 
Preferred Stock, 
$100 par value 
5% Series 
5% Sinking 
Fund Series 
Preferred Stock, 
$25 par value 
$1.25 Sinking 
Fund Series 2-2-53 $0.31% 
$1.25 Series 2-2-53 $0.31% 


Bt, th 


B. C. REYNOLDS, Secretary 


2-2-53 
2-2-53 


$1.25 
$1.25 


Texo Oil Stk. Gffered 


Petroleum Finance Corp. of Ok- 
lahoma City, Okla., and Wistar 
Ambler Co. of New York City are 
offering an issue of 934,400 shares 
of common stock (par I cent) of 
Texo Oil Corp. at 31% cents per 
share “as a speculation.” 


The net proceeds are to be used 
to complete test wells and for 
working capital. 


Incorporated in Oklahoma on 
Aug. 12, 1952, the corporation 
owns leases in Duval County, Tex.; 
also owns interests in leases in 
Live Oak County, Tex. 


E. Coyne Maloney 
E. Coyne Maloney, a partner of 
La Morte, Maloney & Co., New 
York City, passed away Dec. 16 at 
the age of 43. 


DIVIDEND NOTICES 





(2431) 107 


Denman Oil & 
Common Stock 


Hunter Securities Corp. of Rew 
York recently offered publicly-an 
issue of 299,500 shares of common 
stock (par 10 cents) of Denman 
Oil & Drilling Corp. at $1 per 
share All of these shares have 
been sold. 


The net proceeds are to be used 
to pay for drilling expenses in- 
curred in the drilling of oil and 
gas wells. 


Glazier Director 

William S. Glazier, a partmer of 
Lehman Brothers, was elected < 
director and Vice-President o: 
The Lehman Corporation at the 
meeting of the Board of Direetor. 
held Dec. 17, 1952. Mr. Glazier is 
also a director of American Petash 
& Chemical Corporation. 





DIVIDEND NOTICES 








| TECHNICOLOR, Ine. 


The Board of Directors has 
declared a dividend of fifty 
cents (50¢) a share on the 
Capital Stock of the Com- 
pany, payable December 30, 
1952, to stockholders of ree- 
ord at the close of business 
December 19, 1952. 


L. G. CLARK, Treasurer 
Deeember 11, 1952 

















— 


PACIFIC GAS AND ELECTRIC CO, 


DIVIDEND NOTICE 


Common Stock Dividend No. 148 


The Board of Directors on December 
10, 1952, declared a cash dividend for 
the fourth quarter of the year of 50 
cents per share upon the Company's 
common capital stock. This dividend 
will be paid by check on January 15, 
1953, to common stockhalc iers of record 
at the close of business on December 
22, 1952. The Transfer Books will not 
be closed. 





K. C. Curistensen, Treasurer 


San Francisco, California 





——— 
Se 


wanes Sane Machinery Corporation 


The of this grim ee have 
clared - ‘dividend ot 37)> _ 
the Pref 


ferred capital stock. Th hen 
clared a dividend of 62: conte —“» 
the Common 


Pebruary 2, 1953, to 
the close of business January 2, 1953. 
WALLACE M. KEMP, Treasurer 


— 











United States 
Plywood 
Corporation 
For the quarter ended October 31, M952, : 
cash dividend of 35c per share on the out 
standing common stock of this corporatiem ha 
been declared payable January 12, 1983, t. 
stockholders of record at the close of Busines. 

December 31, 1952. 


SIMON OTTINGER, Secretary. 
New York, N. Y., December 3, 1952. 


® 








Western 
Tablet & Stationery 
© Corporation 


Notice is hereby given that a dividend 
at the rate of $0.60 per share on the 
and outstanding shares without par 
of the Common Steck of Western 
a See a, rea. ae 
payable on January ry g oe 
record of such shares *. the close 
ness on Decem 

E. H. aoa Treasurer. 


A 














Philip Morris & Co. Lid., Ine. 


Our Institutional SH ARE OWNERS 


The Beverly Hospital, Beverly, Massachusetts, like 
many other institutions, supplements its operating 
revenue by investment in free enterprise. 

ithas shared in Philip Morris ownership for years. 
Corporate dividends provide a source of income en- 
abling the hospital to maintain a recognized and 
approved laboratory for the training of Residents and 
Student Laboratory Technicians. 

Here, a laboratory technician prepares a specimen 
test for’ Sugar. 


105th 
COMMON 
STOCK 
DIVIDEND 





| CUMULATIVE PREFERRED STOCK 
The regular quarterly dividends 
of $1.00 per share on the 4% 
Series and $0.975 per share on 
the 3.90% Series have been de- 
clared payable February 1, 
1953 to holders of record at the 
close of business on January 
15, 1953. 


COMMON STOCK ($5.00 Par) 
A regular quarterly dividend 
of $0.75 per share has been de- 
clared payable January 15, 
1953 to holders of record at the 
close of business on December 
30, .1952. 


L. G. HANSON, Treasurer 


December 17, ¥952 
New York, N. Y. 







































































































WASHINGTON, D. C.—House 
Interstate Commerce Committee 
is going to undertake in 1953 
a re-do of its “walking tour of 
inspection” of the SEC, Federal 
‘Trade Commission, Food and 
Drug Administration, and other 
agencies under its legislative 
jurisdiction —but with a dif- 
ference. 

Under Democratic control, 
Rep. Robert Crosser 
(D., O.) Chairman, the Commit- 
tee undertook to inquire into 
the activities of these agencies 
for which it legislates with a 
wiew to ascertaining (a) how 
they were operating under their 
basic statutes and (b) what new 

they claimed they 


5 


frentiers of legal regulation. 
It is said that the Committee 


@nly by attempts to broaden the 
terms of their basic statutes, 
but by any other form of “make 
work” boondoggling. 

Rep. Heller’s proposal that the 
special inquiry into SEC be car- 
ried further, has not yet been 
given tentative consideration. 
Mr. Heller, in the report on the 
year’s inquiry. by a special sub- 
committee of which he was 
Chairman, concluded its several 
months of studies and hearings 
with a severe criticism, as to 
weveral cases, of SEC “laxity.” 

Mr. Heller recommended that 
the inquiry be continued. Inas- 
much as the Republicans will 
@rganize the House, Mr. Heller 
could not continue as Chairman 
of the SEC subcommittee. It 
is said that the whole commit- 
tee will later make up its mind 
whether to single out the SEC 
for more intensive scrutiny than 
it proposes to give the several 


Russell to Bat Opposite Taft 


Democrats have decided tenta- 
tively that Senator Richard B. 
Russell of Georgia shall, as it 
‘were, go to bat opposite Senator 
Robert A. Taft. 

For some years, Mr. Taft has 
been Chairman of the Republi- 
can Policy Committee, and ac- 
knowledged No. 1 man in his 
party in the Senate, whilst 
others acted as floor leader. Be- 
fore his death the floor leader 
was Senator Kenneth Wherry. 
After Wherry’s death, it was 
Senator Styles Bridges of New 
Hampshire 


Senator Joseph C. O’Mahoney 
@f Wyoming, the Senate Demo- 
erat’s Policy Committee Chair- 
mman, was defeated for re-elec- 
tion. Southern Democrats say 
they are backing Dick Russell, 
mmnsuccessful aspirant for the 
saga _ Pa cpp nomi- 

n, for O’ ney’s place as 
Chairman of the Policy Com- 


This would leave the spot of 
floor leader to the 





probable successful candidate 
for that post, Senator Lyndon 
B. Johnson (D., Tex.), Chairman 
of the Subcommittee handling 
the continuing investigation of 
the war program. 

Russell is said to have become 
considerably more conservative 
since the late Presidential cam - 
paign than his Congressional 
voting record would indicate. He 
is said to have been impressed 
by the remarkable showing Gen- 
eral Eisenhower made, particu- 
larly in the South, and by the 
poor showing in the election 
made by Gov. Adlai Stevenson. 

Furthermore, some of the 
stoutest-hearted conservatives 
are backing Russell for the job. 
This is, just incidentally, an op- 
portunity for the White House 
if it sees the need for courting 
the Congressional conservatives 
of both parties. 


To Put Trade Bill First 


When the Ways and Means 
Committee gets organized and 
ready for serious business early 
in February, along with the rest 
of Congress, it probably will 
consider the extension of the 
Reciprocal Trade Agreements 
Act as its first major piece of 
legislation, it is now planned 
tentatively. 

In the first place the Trade 
bill expires June 12, unless con- 
tinued by Congress. There will 
be controversy about the form 
of the extension, particularly if 
the Eisenhower Administration 
adopts the view that it is a 
responsibility of the United 
States to make up European 
dollar deficits by importing 
more merchandise regardless of 
cost and quality. This bill can 
easily provoke a spirited debate 
and it might as well be taken up 
and disposed of as soon as pos- 
sible. 

The basic reason for taking up 
Reciprocal Trade first, however, 
will probably be that members 
of the Ways and Means Com- 
mittee want to wait a while be- 
fore committing themselves to 
tax reduction. 

In general, GOP leaders in 
Congress haven’t a thought of 
continuing the Excess Profits 
Tax when it expires June 30, 
unless there is some more seri- 
ous emergency than now fore- 
seen. However, members think 
that it is not feasible politically 
to allow EPT to expire without 
affording income tax refief for 
individuals at the same time. 
The form of this relief, which 
most hope to see enacted, is to 
push up to June 30, from Dec. 
31, 1953, the expiration of the 
1951 “second or 11% bite” in 
personal income tax boosts. 

The two forms of tax relief, 
however, would cost a few bil- 
lions in revenues over a full 
fiscal year. 

Prevailing opinion of tax 
leaders in Congress is that while 
these two taxes (with expira- 
tion of one accelerated) should 
be allowed to die, it is better 
not to make an irrevocable de- 
cision until April or later. 

By April the taxing commit- 
tees of Congress will have some 
idea what success the appropri- 
ations committees are having in 
recapturing outstanding military 
and other authorizations, so as 
to guarantee that the projected 
actual expenditures for fiscal 
1954 shall fall substantially be- 
low $80 billion—the figure they 
could easily reach without the 
most determined economy drive.* 
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Tax Study Future 
Will Be Tame 


For the most part the future 
of the investigation of the Bu- 
reau of Internal Revenue and 
tax administration will be a 
tame affair, as the control of 
the investigating committee 
passes to Republicans. 


There will be an investigation, 
however, Republicans promise. 
For one thing, the Ways and 
Means subcommittee actually 
made very little progress in 
checking up on the Treasury 
Department’s Alcohol Tax Unit. 
For another thing, Republicans 
want to give the closest study 
both to the scheme and its op- 
eration, which retiring Treasury 
Secretary John Snyder insti- 
tuted for reorganization of the 
Bureau of Internal Revenue 


Despite the desire of the sub- 
committee to avoid scandal and 
headlines in its continued tax 
investigation, there will be some 
scandal and some dramatics, it 
was indicated. There are at least 
two malodorous cases which the 
subcommittee has not yet been 
able to dig into, and which 
must be investigated. 


After these couple of cases are 
out of the way, however, then 
the subcommittee hopes to settle 
down to a quiet inquiry into 


the Alcohol Tax Unit and the 
theory and operation of reor- 
ganization in the Bureau of In- 
ternal Revenue. 

New Chairman of the Tax 
Investigating Subcommittee is 
Rep. Robert W. Kean (R., N. J.). 


_— 
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See FR Credit Policy Secure 

An ostensibly “secondary” ap- 
pointment to a major depart- 
ment has seldom aroused such 
keen interest as that of W. Ran- 
dolph Burgess, Chairman of the 
Executive Committee of the Na- 
tional City Bank, New York 
City, to become special Deputy 
Secretary of the Treasury on 
debt management for the new 
Secretary of the Treasury, 
George M. Humphrey. 


If there is anything peculiar 
and specialized about the job of 
being Secretary of the Treasury, 
it is the necessity of having a 
savvy about the government 
bond market. “Randy” Burgess, 
for years the New York Fed’s 
open market man, brings a pre- 
eminent skill in this field. 


Negatively the decision of Mr. 
Humphrey te have Burgess as- 
sist him is viewed by all Wash- 
ington as an outstanding event. 
It rather indicates, observers 
think, that the flexible credit 
policy which the new Chairman 
of the Federal Reserve Board, 
William McChesney Martin, has 
carried forward with such vigor, 
will probably be left undis- 
turbed. Burgess and Martin are 
rated not merely as good 
fritnds, but as men who think 
closely alike on monetary 
matters. 


Furthermore, it is a prelimi- 
nary indication of the possibility 
that General Eisenhower as 
President will probably con- 
tinue to deal with Mr. Martin 
as Reserve Board Chairman. 

The Burgess appointment, 
however, is said to signifiy 
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much more than the avoidance 
of a chal’enge to the FR tight 
money policy. Mr. Burgess, 
among. other things, oversees 
the editing of the National City 
Bank “Monthly Letter.” This 
“Letter,” in December, pointed 
out that some 60% of the out- 
standing debt, as of Dec. 31, 
will be in the form of demand 
obligations or securities matur- 
in 1953. 





Business Man’ 
Bookshelf 


American Economy in 1960, The 
— Gerhard Colm — National 
Planning Association, Washington, 
D. C.—paper. 


—Monetary and Economic 

ment, Bank for ioheraatiana’ 
Settlements, Basle, Switzerland— 
paoet 2 15.00 Swiss a (the 
comp compilation oreign 
Exchange Re in Great 
Bri publication with 
six supplements — is 70.00 Swiss 
francs). i 


How American Business Is Done 
in the London Market—Reprint of 
address by Ben D. Cooke before 
the Southern California Insurance 
Buyers Association—Agency Man- 
agers Limited, 102 Maiden Lane, 
New York 5, N. ¥Y.—paper. 


Latin-American Business High- 
lights— Quarterly review feature 
ing industrialization of Latin 
America — The Chase National 
Bank of New York, Pine Street 
corner of Nassau, New York 15, 
N. Y.—paper. 


New Housing in Metropo 
Areas, 1949-51—Bulletin No. 11 
United States Department 
Labor, Bureau of Labor Statistics 
—Superintendent of Documents, 
U. S. Government Printing Office, 
Washington 25, D. C.—paper—35c. 


Productivity and Economié 
Progress — Frederick C. Mills ~ 
National Bureau of Economic Re<- 
search, 1819 Broadway, New York 
23, N. Y.—paper—75c. : 

Some Observations on €£xecu- 
tive Retirement—Harold R. Hall 
—Harvard Business School, Sol- 
diers Field, Boston 63; Mass.~ 
cloth—$3.75. 7. 


Strengthening Our Foreign Pol- 
icy—Report by a study group of 
the Woodrow Wilson Foundation 
—Public Affairs Committee, Inc. 
22 East 38th Street, New York 16, 
N. Y.—paper—25c. 
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